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JLBSTBACX . . 

A study was ccnducted to examine why tlack youth 
uneaployaent has increased and participation rates decreased. The 
study was conducted in three parts. The first eaploys 1960 and 1970 
census data to examine the iapact of local lafcpr aark^t structure and 
chaages in the structure upon the eaployaent growth of black and 
white youth. The second part uses data on individuals from the 
National Longitudinal Survey cf ycung Hen to exaaine the deteroiaants 
of spells of unemployaent and the duration of those spells. The final 
part_of_lUie study eaploys a variety of sources to deteraine whether 
there is any evidence that racial differences ia aspii&ticns or 
behavior can explain the eaplcyient differential. Aaong the findings 
of the study was that black eaployaent is *ore sensitive than that of 
whites to the industrial coaposition of the labor aarket and to 
coapetition froa adult woaen. The analysis of individuals found thar 
racial differences in background characteristics can account for only 
half of ^the differential in uneiployacnt experience. Ho ewidence is 
found of iaportant racial differfences in aspirations or behavior. 
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EXECUTIVE SUHKAEY 
of 

The Caiises of the Vorsening Ea^loyment Sitis&tlon of Black Youth 

by 

Paul Osteraan 
Boston University 

Objective * 

The purpose of this study was to examine why black youth unea?)loyiaent has 
increased and participation rates decreased. Of particular interest was the 
Impact of changes in local industrial structure (industrial composition , 
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Ithe suburbanization of jobs, and the rising participation rates of adult wonen) 
the continued role of racial discrimination; and background and behavioral 
differences between black and white youth. 

Methodology 

The study falls into three parts. The first ei^loys 1960 and 1970 Census 
SMSA data to examine the impact of local labor market structure and changes 
in the structure upon the «ag>loyaent growth of black and white youth. The 
•econd part uses data on iaduviduals f om the national Longitudinal Survey of 
Young Ifen to examine the determinants of spells of unemployment (both quite 
and layoffs) and the duration of those spells. The third section employs a 
variety of sources to determine whether there is any evidence that racial dif- 
farances in aspirations or behavior can explain the employment differential. 



Findings 

Tb^ study finds that blmck youth a^Xoynent is sore sensitive than that 
of vbites to tte industrial cosiposition of the labor market ax^d to c«^)eti-^ 
tion from adult women. The syburbanizatioa of jobs is not an important 
factor. The analysis of individuals finds that racial differences in back- 
grouxxd characteristics (ability, education, etc.) can account for only half 
of the differential in^unemployment experience. Ko evidence is found of 
Important racial differences in aspirations or behavior* 

\ 

POLICY IMPLICATIONS 

Tight labor markets and strong af firmativk action programs would 
greatly improve the situation of black relative Xp white youth. 



i 



Regardlcit of bow we evalv&te the laportance of youth uaeaployaent In general 
it is iapoBSible to viniaixc the uneaployiaent situation of black youth. Their 
unenployaent rates are astroaooical. While youth uneaployaent as a general 
phenotaenon is a ccmsequence of the aarginal nature of the youth labor force, 
there is clearly something else at work in the case of blacks. This report will 
attempt to discover that aomething. 

In the first section I will lay out the basic facts concerning racial dif- 
ferentials. The problem, as we will see, is cot only that black unen^loyaent is 
higher (and labor force participation lover) than that of whites, but also that 
the trend over tiae has worsened. Thi'^ worsening raises an i&portant paradox 
since by other aeasures of labor market success thi: situation of young blacks has 
iisp roved in the recent decade. 

Having established the facts I will examine various hypotheses which might 
explain the situation. Suae of th^se hypotheses emphasize behavioral and demo- 
graphic differences between young blacks and whites, others seek to identify 
patterns of discrimination, and others single out changes in the structural 
conditions in local labor markets. I wiU then attempt to distinguish among 
these theories and to arrive at a convicing esqjlanation. In doing so I will 
eaploy both data on individuals, drawn from the National Longitudinal Survey of 
Young Hen (KLS), and also census data on the characteristics of S^*8. 

THE FACTS AND THE PARADOX 
Ttom the mid-1960 's cmward the labor market situation of young blacks — 
as measured by income, wages, educational attainment, end occupational status — 
considerably laiproved. Much of the i^ortant work of documenting these improve- 
ments has been done by Richard Freesum and Tables I and II reproduce so^ of bis 
results. Is Table I we observe incc^e^ends controlled for age, education, end 
■ex. Looking at the first row It Is apparent that the relative situation of 



18~24 year old black imo «nd vo««a has iaporovftd over titte. In 1959 the ratio 
of b'Xack to white ii2«n incoaes £oi Bales was ^67 and for voaen vaa .55. By 
1969 the ratios vere .85 and .95. A closer exai&ication of the table sbovs that 
the greatest iaproveiaent occurred for the best educated blacks, the ratios 
l^roving considerably »ore for college graduates than for those vlth only a 
grade athool education and also sore (la the case of oen) than those vlth a 
high school degree. 

This isprovlng trend continued into the l^O's. This Is iaiportant since 
it deaonstrates that the ii^irovesents vere not sinply the result oi tlglt labor 

E' ets in the 1960*s. Table IX, also taken from Freeman's work, conta^.ns in- 
ation both earnings and oa occupational achlevesent . As is apparent, 
with respect to occupation and earnings the situation of blacks isprove. 
in the 1964-75 period. 

It is inportant to recognize' that these results do not iB^ly that the situa- 
tion, even by the aeasures ve have used, of black and white ycuth, has been 
equalized. Inportant gaps. remain, but there is a clear ia^roving trend. How- 
ever, it is possible to take the argua»cnt further than this. There is still 
a racial gap in eamlxigs beti^en youns blacks and whites. In 1970 in the KLS 
data out of school black nen between the ages of 18 and 28 average $2.73 an 
hour while whites average $3.79. Whites thus earn 38X more per hour than blacks. 
However, many econc^sts find it useful in liking at this gap to distinguish 
between the fraction of it which is caused by differences* in the personal 
characteristics which the youth bring to the labor market and, on the other hand 
the portion attributable to differences in how the labor market values those 
characteristics. This is a useful distinction because it helps to pinpoint the 
sources of the wage differential. To make this distinction cc^acrete one can 
imagine two polar situations. In the years prior to the mid 1960 's blacks with 
college education earned less than whites with only a grade school background. 
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Source: Richard B. Fxmm, Xbanges ixi the ZjbSxv Market for Black 
Jtaaricans, 1948-72," Eaookings Pzipers en Eccnanic Activity, ^ 
1973, No. 1, p.80 
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jClMrXy th€ source of tht rftclal gap In uningB vas ov«rvfaelffiingly due to 

difftrwicei In bow the labor aarkat treated comparable blacks and whites. Today 

r 

aoae econaniats ^rgti^ that the aituatlon is the opposite — blacks vith higher 
education ea^ sore than similarly educated whites* If this is true then th^ 
existing racial, gap in earnings is due to differences in the average charac* 
teristicg (endowments) that the two groups bring to the labor oarket. 

A useful way to ^est the relative isiportance of these two sources of the 
racial differential is to estiaate an earnings regression and then to deooopose 
the racial gap in the dependent variable into differences attributable to the 
coefficients and differences attributable to the mean values of the variables. 
The coefficients represent labor market treatment and the mean values represent 
' eudovments. laagine that the following (too. simple) regression is estimated 
separately for blacks and for whites. 

W - B, ED + B„ TRN + B» TENURE -f e where W is hourly wages, TRN is 

stoQtbs of vocational training « TENURE is years on the job, and e is an error term. 
Then the racial differential in earnings (W^ - W^) can be decc^osed as follows: 

The first term on the right side is the portion of the racial gap attributable 
to differences in the constant terms. This represents differences in treatment 
which is imexplalned by the particular variables used in the regression. The 
second term also represents differences in treatment , in this case it tells us 
how much of the gap is due to the differences in Che black and white coefficients. 
The third term tells us how such of the gap is due to differences in the racial 
means of the variables (i«e. differences in endowments). 

Table III contains estimates of earnings equations for blacks and whites 
and Tabl^r^ praaents the results of the decoi^osition* If we look at the coef- 
ficient! and mean values for the education vaiiable the distinction between endow- 
menta and traataent is clear. Oa the cme band blacks receive a lower return to 
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WAGE EQUATIONS 
(Standard errors) 
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NOTE J The dependent variable is the log of 1970 hour earnings 
in cents. The saaiple is liasited to youth out of school be- 
tween 1969 and 1970. The independent variaibles are defined 
as follows: KWW - Score on the Jcnowledge of the world of 
work test; ED - Vears of school completed; UNION - "1" if a 



TABLE III (Contiuued) 



union aeciber, "O" otherwise; TRAIN - Months of training com- 
pleted' elsewhere than a regular school? TENURE ^ Years on 
the current job? EXPER - Years since left school minus TENURE; 
HEALTH - "1" if health limits work, "0" otherwise; MAR - "1" 
'^if married with a spouse present, "0" otherwise. A chow 
test rejects the hypotheses that the two equations are equal 
with F « 4.96 (10,1208) . 



TABLE IV 



DECOMPOSITION OP RAClAIi 
EARNINGS DIFFERENTIALS * 
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NOTE: A negative sig^i is favorr^le to Blacks. 



gchocliug thMh do vhtte& (.03 &8 opposed to ♦05). On the other h&nd blacVs «iso 
have average fewer yaars of i»cbooling (10 • 5 &s opposed to 12.3) • The decompesi^ 
tlon will help us sort through these different effects* 

It is cleat from the decot^osition (Table IV) that the three mc6C importanc 
sources of the overall gap are KWW, ED, and TENUllE. In all three cases blacks 
suffer both because of lower endowments and bi^!^!use of lower rates of return. 
Overall, the results show tb«t more of the racial gap ±c due to differences in 
endowment than in treatment. If blacks kept the same equation structure (treat- 
ment) but their endowments were made equal to whites their earnings would be 232 

higher (e'^^^) . If they kept the same endowments but they faced the white 

128 

equation structure their earnings would be lAZ higher (e* ) . If both treatment 
and endorsement changed to that of whites the racial gap would be wiped out.^ 
There are two important lessons for our purposes. The first is that the 
new labor market argument is probably overstated. The decomposition reveals that 
black earnings would be 142 higher if they were treated as are whites. In addi- 
tion, it is an open question whether the endowments are a legitimate basis for 
differentials, a point I will return to momentarily. However, it is also clear 
that this exercise shows considerable progresp for blacks. When a similar analysis 



"hchis assumes that ia^rovement in the treatment of blacks would not alter 
the aamings structure of whites. This is unlikely to be true although the 
direction of the effect on whites is in dispute and depends upon one's theory 
of discrimination. For example, Becker argues that in monetary terms discrimina- 
tion lowers white inccmes, Bergman argues ^hat white inccmes rise as a result 
of discrimination, and Reich argues that wliite workers lose and capitalists 
gain from discrimination. See Gary Becker, The Econoulcs of Discriminatioa , 2nd 
Edition (Chicago: University of Chicago Press), 1971; Barbara Bergamn, "The Ef- 
fect on White Income of Discrimination in E^loyment," Jouroal of Political 
Economy , v. 71 (March-Apri.' , 1971) pp. 294-313; Michael Eeich, "White Gains and 
Losses from Eacial Inequality," Journal of Human Resources , vol. xiii (FaU, 1978), 
524-544. 
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VAs perion«d on pre mld-1960*s data the fraction of the differential due to 

2 

tritatBsnt avasped that due to endowments. 

At the minimum both the narrowing of the wage differential and improvement 

in the coefficients for young blacks represents progress* Many observers go 

a gtep further and argue that discrimination is no longer a labor market problem 

on ^be grounds that the near equality of the B's shows that blacks receive a 

return equal to whites for productive cMracteristics. This arguxoent implies 

that the explanation for the differential now lies largely in the institutions 

irfiich lead young blacks to enter the labor market with poorer endowments than 

young whites. Schools and the structure of black families are the most often 
3 

cited culprits. Whether or not one accepts this view depends on important part 
upon what one believes are legitimate sources of earnings differentials. For 
example, in the earnings eqiaticns estimuated above an important fraction of the 
wage gap was due to differences in the mean educational attainment of blacks and 
whites. One interpretation is that education is directly related to either pro- 
ductivity or lower training costs and hence employers are justified in paying a 
premium for better educated workers. Another interpretation wuld be that for 
many jobs there is little difference in the productivity of workers with differ-- 
ent amounts of schooling and that enqsloyers, knowing that blacks have on average 

less schooling, use educational attainment as a device for screening them out. 

4 

It would take us far afield to enter this debate but it is important to keep this 
caveat on the "New Labor Market" view in mind. 
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Oti» Dudley Duncan, "Inhftritance of Poverty or Inheritance of Race," in 
On Uadaratanding Poverty , Caniel P. Moynihan, ed. (New York: Basic Books;, 1968, 
pp. 85-UO. 

^,pr exaaple, in 19^4 23Z of bl&ck families bad a single female head vhil<L 
In 1975 the figure bad risen to 35X. See Richard Freeman, "Black Econooiic 
Progresa Since 1964," The Public Interest . No. 52 (Suomier, 197S) p. 63. 

Slost «co&oad.st8 would accept the foxmer view. It interesting to notu 
that in Title Vll diacrimiuntion lawsuits the court^ generally require direct proof 
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Sagardless of whether one accepts the strong or weak version of the "New 
Labor Market" arguaeni; it is quite clear that on a niuaber of diiaensions there 
has been coxisiderable progress in recent years for blacks. Yet now we run 
up against the paradox: with respect to unemploysBent and labor force parti- 
cipation (and hence employnsent to population ratios) the position of young 
blacks has deteriorated quite seriously. ^ 

The basic facts are displayed in Chart I which present, for both acn and 

wjmen, racial ratios of unei&ployment rates, and eaxployment to population ratios. 

As is quite apparent, the situation of young blacks is not only poor but has 

wrsened. Furtheraore, this situation is not limited to the more poorly 

educated group in the cohort. For example, in October 1976 the unen^loyment 

rate of 20-24 year old blacks enrolled in school (college) was 17. 2Z coB5>ared to 

5 

7.42 for whites. 

SoBie Hypotheses | 

There is no generally, or even widely, accepted explanation or set of explana- 
tions for these patterns. There are, however, a variety of hypotheses, many of 
them plausible on their face but also unproven and in some ca^es contradictory. 
I will now describe several of these and then in the remainder of the report seek 
to evaluate them. 

One coflBBon explanation is the growth in cohort sizes, i.e. the baby boom. 
In 1955,16-19 year olds accounted for 9.0% of th population while in 1975 they 
accounted for 12.72. This implied a growth in absolute numbers from 8.8 million 
to 16.6 million. Such an enormous growth might well be expected to create 
severe labor market problems and popular writing has made a good deal of this. 

of the relationship between education and productivity and that such proof is 
generally very difficult. to provide. 

^Students. Graduates, and Propouts in the Labor Force , October, 1976, Bureau 
of Labor Statistics, Special Labor Force Report #200 (Washington: G.P.O.), 1977, 
p. 7-10. . ^ 

^Congraaiional Budget Office, Policy Options for the Teenage Unemploy g^nt 
Problaa, Background Paper Ho. 13. 1976, Table 1, p. 84. 
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In point of fact^ «t iMst for vhitM^ the b#by boem has had a relatively minor 

affact (that thia la ao la llluatratad by tha null tlm trand a timm aeriaa 

ragreaaion of white taanage unai^loyoant) . There are two reaaons vhy tbt effect 

haa been ao aauill. First » tha extension of achooling served to keep many of 

these youth out of the labor market until very recently* The percentage of 

youth between IS and 24 who were enrolled in achcK}! grew from 14«2S in 1950 to 
7 

31. IS in 1970. Because s'tudents have lower participation rates than non-- 

students this had the effect of dampening and delaying the baby bocmi and of 

shifting its impact away from the youth labor market that we have discussed 

8 

and toward the labor market for college graduates. Thus while the 18-24 year 

old cohort grew in absolute numbers by 52S their share of the total labor force 

rose more moderately frcns 1S.9Z to 17*8Z. 

The second point is that the economy resporded reasonably well to the Influx 

of youth. The teenage share of total employiaetit roughly kept pace with the 

growth in their share of the labor force and grew from 5.8S in 1954 to S«3Z in 
9 

1975. 

All of this iis^lies that the baby bO£» is not quite the villain it is made 
out to be for whites. The story may be different for blacks » the reason being 
that the baby bocw was larger for them. Between 1960 and 1970 while the white 



7 

These data and those in the remainder of this paragraph ate taken fr(XQ 
F. Amacher and Richard Freeman, •^oung Labor Market Entrants; An Overview of 
Supply and Demand » 1950-1970^" mimeo, Center for Policy Alternatives, Massachu- 
setts Institute of Technology, 1973. 

Sills lad to tha recant decline in the market for collcse graduates. Sec 
Richard B. Freeman, '^Overinvestment in College Training? Harvard Institute for 
Eccmomlc Basearch, Diacnaaion Paper Ko. 371, July 1974. 

^Congressional E\^dget Office, Policy Options , p. 87 • 
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15-19 7«ar old populAticm gr«ir by- 41. OZ the growth for blmcks vm 67. 5X.^^ 
Xb« iBpact of this cm tl^ 'age distribution of blacks and vhitBS is illustrated 
in DiAgrsa I. Furth«roore» although black enrolisMmts grev they did not do so 
sharply enough to daajsen the populaf?on growth. The only other offset for 
blacks, a f . 11 in the labor force participation rate ^especially for out of 
school youth, is itself a sign of labor market distress. 

The difficulty with this «o(planation, however, is that in the absence 
of other aggravating factors a rapid increase in black relative to white teenage 
population should not affect blacks relative to whites uneoployiaent . "Imagine 
that there was a sudden increase in the nuxaber of redheads in the labor market. 
If redheads were just like blonds and brunettes in other respects then the ef- 
fects would be to raise the unei^loyxMnt rate of ail groups, not sinply redheads. 
If, however, there were soi&e other characteristic of the labor strket which 

made blacks or redheads less likely than others to find work then the population 

» 

bo«a could help account -for the worsening position, 

The problem which we thus face is the following; black youth employiaent 
has increased in recent years (between 1968 and 1978 black 16-19 year old em- 
ployasent grew by 14S) but this growth has not been enough to offset the increased 
nuBbers of black youth in the labor force. Hence uneu^loyaent has ris^. The 
research task thus becosaes to discover what features of the labor mrket has 
prevented black maployocnt from rising aK>re rapidly and has kept it froo keeping 
pace with the growth of white youth eaploytaent (which rose' by 40Z between 1968 
and 1978). 

In searching for such a "characteristic" it is useful to think of the poten- 
tial sources of the problem in three categories: structural characteristics of 



^Calculated froa U,S, Census Bureau, 1970 Census , V. I, Characteristics 
of the Population , Table 53, 
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Figure 1 

DISTRIBimON OF THE WHITE AKb BLACK POPULATION, 
BY AGE AND SEX: JULY 1, 1977 




SOUKCE: U. S. Bureau of the Census, PLirreftt Population Reports, Series P-25, 
No« 721, **£»cisuitcs of the Population of the United States, by 
Age, Sex, and Race; 1970 to 1977," U. S. Governiamt Printing 
Office, WaihinctOD, D. C, 1978. 
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locAl ImhoT mArk«t«» thu cluir«ct eristics oi bshavior of the youthp end snployei' 
behivior. 

Structural Chsp&es in Locel Econcydes 

Ckxm useful 'sjpprosch for uaderstandiog ^y^Tlie «^>XoyiMnt^lCuation o£ e 
group hes iiorseaed is to seerch for cbkogea in the nature of the l&bor market in 
vhich they operate • In the case of young blacks three possibilities suggest 
thesselves't These are: (1) a decline in the relative share of youth intensive 
industries in the economy; (2) the rise in the labor force participation of 
aarricd vc»en; and (3) the 8uburb&&lsation of snploynent opportunities. I will 
discuss itsch of these in turu. 

There hss l>een cousiderahle concern in the popular literature that ^o&e 

problofi faced youth is gexieral is the reduction of entry level jobs. For 

11 

example, Charles Silbensanhas vritten 

Teclmical change is said to be destroyiixg unskilled jobs, aost es- 
pecially the traditiooAl "mntvy jobs*' through vhich teenagers used 
to Kake their way into the labor force — in^e. jobs that could be 
filled by youngsters with little education and no particular skill 
or training* but that sight lead to wsre skilled and better paying 
jobs later on. 

In response to this argument Kalacbek xujtes that "a susmary of the technical 
literature provides not one iota of support for this contention." Kalachck 
is right in the definitional sente that every job ladder must have an entry 
job. In a SKdre substantive sense the success of the mconcmy in matching youth 
labor force gro«fth with job growth as well as the absence of an important time 
trend in unaBployaant aquations for wbitci* both suggest that the entry job 



Charles Silberman, **What Hit the Teenagers >" Fortune Magazine . April, 1965, 
quotad in Edward Kalachek^ The touth l^bor karktit (Ann Arbor: Institute of Labor 
and Industrial Halations), 1969, p. 54. / 



^^Scalachak, The Youth Labor Market , p. 55. 
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Arguaest oeedB to b« vlcvttd vith sooft •kepticlts. Bovever, it Ik possible 
to argue that chsoges in the job stmctiu'c has had an adverse' affect oa young 
blacka . 

Youth tfcad to work carlv in their careers in the secoadary 
sector of the aconovy. . There is evidence that bowa youth intensive acti- 
vities have eacpericuced either a secular decline or stagnant gxowth. For 
axju^le between 1960 and 1970 the share of all jobs accounted for by 'lonstruc- 

tion and aoU'-durable sanufacturing declined ^ile the share of retail jobs 

13 

remained unchanged. Such a contraction might have two effects both of which 

would damage blacks relative to whites. First, if the eaployers in the secondary 

labor narkct hire via a labor queue — ranking potential eaployees in teras of 

desirability — then if blacks are ranked below whites the shrinking of the youth 

job pool could leave the position of whites unchanged but blacks would be 

14 

buaped out of jobs. In other words, whites would capture a larger share of 
a shrinking pool of jobs. Second, whites say be better able than blacks to move 
outside the range of tradition j^l youth jobs and find employment in other sectors. 
Employers may be more willing to substitute white than black youth for other labor. 
Either scenario would explain why a shrink (absolute or relative to the labor 
force) of youth jobs would damage blacks relative to vb'ltes. 

A second structural change which might have similar implications is the 
increase in the labor force participation of adult women. Between 1960 and 1976 

the labor force participation rate of man ied women with children between the 

15 

ages of 6 and 17 rose from 39. OZ to 53. 7Z. It is likely that many of these woxaen 



13 

In 1960 construction accounted for 5.92 of all jobs, in 1970 5,IZ; non~durable 
manufacturing declined froca 11. 7Z to 9.8Z; retail ea^loyaent rose from 14.8S to 
15. OX. Calculated from 1970 Census, V. I, Characteristics of Population. Table 235. 

^Sor an analysis of this framework see Laater Tburow, Cenerating Inequality 
(Kew York: BasjLc Books), 1976. ^ ^ 

15 

U.S. Department of Labor, fiwp'loyajjnt and trainiog Eeptfrt of the President. 1977 
(Washington: C.P.O.), 197S, p. 194. . 
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both for r«««oas of Xlf« ttyle and diecrlAixutlou, vork in the sane secondary 
tttctor occuplad by youth. Again, to the extent that these voaen are preferred 
by eaployera to young blacks then the ea^jloyiaent iispact vilX be advaree. 

A final possible shift in local econc^es is the suburbanization of Jobs. 
This is frequently cited as a major problem because of the iaage of jabs m>vlng 
to the suburbs while young blacks reaain trapped in the inner city. The percep- 
tion that jobs have suburbanized while black youth r eaain behind is correct. 
Between 1970 and 1974 central city e&^Ioystent in the United States increased by 
2.72 while esploysttnt outside central cities grew by 16. IS. In 1976, 752 of 
black 16-19 year olds lived in central cities while the figure for whites was 
34X.^^ As a result of these trends a large literature has emerged concerning 
the ii^act of these developsMuits upoa black esiployaent. John Kain initiated 
the debate and argued that black ei&ploynent was reduced because of difficult 

physical access to jobs, lack of information, and the reluctance of esaployers 

17 

to "iaport" blacks into white cona&unities. 

Whatever the merits of the arguoent for adults it seems more plsuiiible for 

youth. Their geographical scope of job search is apt to be oore limited, both 

because of liuvited access to autooobiles and because sany work part-time after 

school and hence are unlikely to take jobs which require considerable travel. 

There is also sotae casual evidence to support this argument : the vmemployoent 

rate of center-city non-white youth in 1976 was 40.8% while for those residing 

18 

in the suburban ring it was 33.02. 
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^^Garth Hangua and Stephen Seniger, Ccwiog of Age in the Ghetto (Baltimore: 
Jobzxa Hopkins University Press), 1978, pp. ^25, 36. 

^■^John Kain, "Housing Segregation, Segro Eaployment and Metropolitan Decen- 
tralisation," Quarterly Journal of Economics , v. 82 (May 1968). For a critique 
see Bennett Barriaon, Urban Economic Developaent CWasbington, D.C.: The Urban 
Institute). 

^^Coogreasiocal Budget Office, Youth Pneatployment: The Outlook and Some Policy 
Strategies (Waahington, D.C.: G.P.O.), 1978, p. .39. I characterise this as casual 
evidence becauae the data contains no controls. 
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Ui3vev«r, although th« popular vifv is that suburbanl^atioa of Job» hurts 

the ^loyacnt chances of bltck youth » once r^aaaber that white residential 

dispersicm has accoiBpa&ied the J oh shift the case is no longer clear. As whi(;e 

youth nove to the suburbs, black youth say have a bettej chance at dovntcvo 

jobs even if the auober of these jobs has decreased. On balance their possi- 

biiity of being ^aployed may rise. Furthen^re, large concentrations of blacks 

living and shopping dovntovn ttay l6ad>firms sensitive to consumer preferences 

to hire aore blacks. Evidence supporting this point, and hence contrary to K&in» 

19 

was recently presented by Offner and S&kg* 

Ve thus have three possible explanations of the wdx^iening position of 
young blacks which rely upon what I have characterized i ^ structural changes in 
local economies. Shifts in local industrial structure,- increases in the partici- 
pation of vomen, and the euburbanixation of jobs osy help account ^f or the plight 
of black yt utKT A second class of (BxpUnations rests upon changes in the behavior 
of the youth themselves. 

As a first guess it would appear that changes in the characteristics of 

black youth should point to lower, not higher, relative unetnployoent rates. 

By all measures black youth who enter the labor market today are better prepared 

than comparable cohorts a decade ago. This is best seen in terms of educational 

attainoent. The sedian years of school coapleted by blacks in 1959 was 8.7 v^ile 

for whites it was 12.1. Yet by 1976 the gap had essentially disappeared with 

20 

the figure for blacks being 12.3 and for i^ites 12.6. Furthermore, there is 



^^Paul Offner and Paniel Saks, Hote," Quarterly Journal of Economics , v. 85 
(February, 1971). Thcy^ found that black eaploymeat in a zon& increases aore than 
proportionately with the fraction of the xone's residents who are blacks. The 
effect was strongest in youth intensive industries ~- business services and whole- 
sale and retail trade. 
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Eoployment mad Training Report of the President , 1977, p. 203. 
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evidence that the quality of predoainantly black aqhools has iaproved over the 
decade . 

There are, t»>vever, two lines of argument both of which iaply that the 
behavior of, black youth has changed in a mannet which would lead to higher un- 
esploysMent rates. Both arguments paradoxically rest on hypothesized responses 
of black youth to the ioprovefients in the genev&l ecracmlc conditions of bl&cks 
described earlier in t^iis report and to the political events which in part lie 

behind these changes. 

22 

Robert Flanagan has argued that the vorsoning of black imemploysent rates 
is due to the fact that &ore black youth have been drawn into the labor force in 
response to the ijs^rove^nts in their treatment. Because the process of entry 
brings with it higher probabilities of unes^loyiaent this response will raise black 
unemployment rates. It does so presumably because black teenage participants as 
a group will have a higher proportion of new entrauts than will iites* In sup- 
port of this argument Flanagan presents data which show that for experienced 
\ 

workers (i.e. non-entrants) over twenty-five years 0I4 the racial unen^iloyment 
ratios have icprovad over time. The difficulty with Flanagan's position, of 
course » is that it seems inconsistent with the secular decline in the labor 
force participation rates of young blacks. To reconcile Flanagan* s assertion 
that the pool of teenage blacks is becoming w>re wei'ghtad with new entrants with 
the s^xular decline or stagnation in participation rates (for both in and out 
of school youth) we would have to assume a large withdrawal of experiroiced 
workers from the labor market and in a sense this is simply a redefinition of 
the problem* not an explanation of xc. 

^^inia Welcb> *'Black-4ftiite Differances in kecum to Schooling," American 
Economic Eeview , v. 63 (Dccesaber. 1973) pp. 893-907 • 

^^brart Flanagan, '"On the Stability of the Racial UneB?)loymcnt Differential, 
American Economic Review, v. 66 (May, 1976) pp. 302-308. 
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k ucopd ti^>ply side uplanatlon has been preaented by Flore. He suggests 
that the ijspact of the Civil Rights Koveiaent In the 1960 *s led young bXecks 
to Incrtra singly :tttfuse the wmisl low* ysyiug jobs which had previously b«en 
acceptable to their parents. The parents, many of whose fraioe of reference 
vas ccmditioued the rural South, had accepts d tbeae jobs, and the discrlmina- 
tory treatment they entailed, both because the jobs seeo^d an loproveaant over 
prior conditions and because of the implied prmlse that the conditions of 
their children would improve. The next generation whose frame of reference was 
the north and whose cootsciousness had been raised by the Civil Rights movement 
insisted on better treatment. 

There are several ways in which this development might lead to more unemploy- 
nent. The changing behavior of black youth might be interpreted as an inward 
shift of young black supply surves to certain jobs. This would have the effect 
of raising their wages and reducing their employis^t. In an earnings function ~ 
which is really a reduced form of a supply and demand system we would observe 
an improvement in black wages but the cause irauld be a supply shift and the con- 
sequence would be mor^ unemployment due to the reduction in employment and 
the extended search of blacks for jobs which treated them better. Alternatively, 
if the new attitudes of yovng blacks led them to become a less tractable work 
force, less willing to submit to arbitrary and discriminatory treatment » employers 
would perceive this as a rise in the cost of black labor and would move up their 
demand curves, reducing their demand for black labor. Under either interpreta- 
tion unemployment would rise as a result of these new attitudes. 

The final set or explanations look to the ocauii^d side. It la poaiiible 
that the effect of equal employmeu«: opportunity legislation has been to make it 
more difficult for employers to discriminate against' blacks on the jJb in terma 
of vaget. Thus axk meploymx wixose dlscriaixutory tA^tcw have reaai&ed imcbaogtd 

^^cb..l J. »o», "Rierto Itoin tOootiicn to BoBton, A Case Shx^,<- 
H.I.T. Departefint of Rncnadcs tt:]dung I'aper Ho. 110 



may have shifted the arena of discrimiuation txcm inside the firm to the hiring 
gate* This e^Xanation relies on a partietkLar effect of employment discrimina- 



tion lavs and I knoi; cf no evidence that the laws have had this characteristic*. 

A related version of the demand argument is simply that the shifting out of the 
IP ' 

demand curves for blacks (induced both by the growth of the ecouOTiy and the 
decline of discriminatory tastes) was not rapid enough to ccH&pensate for the 
growth in the labor force due to the supply side developments Z have described. ' 
Thus although we observe a decline in discimination, as measured by separate black 
and white demand curves » the improvement is incomplete and is swashed by the 
large increase in the supply of black youth labor « 



. The different explanations described above can be classified into two 
categories: (a) explanations which rely on racial differences in the behavior 
of individuals; (b) explanations which e^hasize the nature of. the economic 
structure confronting individuals. In the former category fall the supply side 



black and white youth can best be Seated by data on individuals and the National 
Longitudinal Survey is an obvious choice. Thus a long section of the report 
will look at racial differ^ces in quit rates « layout rates, reservation wages, 
and aspirations. Through this analysis I hope to identify the relet if any, of 
racial differences in behavior in explaining unexq^loyment differentials. 

These data» however, are not well suited for examining the various 
structural hypotheses Z described earlier. Arguaients concerning local industrial 
structure, the participation of adult women, or suburbanization of Jobs all re- 
quire cooaiderably mora detail tm specific labor markets than is available in 
the iiLS. Furtharmors, data cm individuals cannot be employed to estimate demand 
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' curves yet ve ere dearly interested Is shifts la racial deoend curves over tise. 
Thus Is Older to examine the role of labor narket 8tnM:ture and to v«xa&ine 
aggregate deaind and simply curves ve need another source of data. For our 
purposes cross-sectional census data on SMSA labor xoarkets is a good choice. 
These data are quite rich with respect to the variables of interest. In order 
to identify changes over time I will work with both 1960 and 1970 data. In 
the next section I will aodel the youth labor market using these census data 
and I vill then turn to the NLS analyses. 

The Research Strategy 

In this section I will attempt to understand youth eaployment levels and 
the worsening racial unes^)loyment dif f ei^ntial by estinating a model of the youth 
labor market employing aggregate SHSA census data. I will first estimate and 
discuss a fairly complex model using the 1970 Census. I will then reestimate 
the model using 1960 data. The strategy will be to use the 1970 model to explain 
youth unesB^loynent levels and the racial differential and then to coi^are the 
1970 and 1960 models to understand changes over time. 

There are several advantages to using these data. Unlike cross-sectioned 
or longitudinal surveys of Individuals the census data permit a fairly careful 
axaralnation of the role of local industrial structure, the fraction of the labor 
force ccMapoaed of women, the extent of local suburbanization, the Interaction of 
anrollaent rates and aggregate youth labor supply, and other structural charac- 
teristics. In addition, these data permit estimation of demand curves, which 
caaaot he accoa^llshad via individual survey data. Furthermore* the i^en year 
period saparatlng the two censusea provides a longer period in which to detect 
structural change and changes in supply and demand parameters than is available 
in otfaar data aets. 
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Uommt, thsse data also bring with them iaport&Qt limltatltms vhlch sbould 
bft kept in aixid. The nost general is the difficulty of inferring ti»e series 
changes froa cross-scccional data. This problem arises because proxies for 
cyclical a^Sects, for exaiaple the local unemployment rate, may actually reflect 
differences in local labor market equilibrium. Another problem is that census 
SMSA dati. are poorly suited for fully capturing and controlling for differences 
in individual or group skills, training, or ability. Thus, any comparison 
between, say, the dexoand curves for two groups will be marred by the raaission 
of adequate controls. Finally, the 1960 Census was taken during a slack economy, 
while the economy was tight at the tia« of the 1970 Census. Thus comparisons 
between the two years should be interpreted cautiously. 

Despite these limitations, the approach taken here seems worthwhile because 
it enables us to get at the role of structural shifts and supply and demand 
relationships in the pattern of youth unaa^Jloyment. The approach naturally dif- 
fers frc» that appropriate to data on individuals (which would ^phasize the role 
of quits, lay-offs, duration of spells, and personal characteristics) and I will 
take up this approach in the next section. 

The Model 

There have, of course, been previous econometric efforts directed toward 
the youth labor market. Labor force participation has been the subject of many 
» todies, as b«8 achool enrolljaent,^^ labor demand, including attention to 

^*The jcl»»»ic study U William Bowen and Thomas Finnegan, The Econcmics of 
Labor Force Participation (Princeton: Princeton University Press), 1969. Other 
studies arc reviewed in Arnold Katx, "State Minimum Wages and Labor Markets for 
Youth," miMO, University of Pittsburgh, 1972. Hot surprisingly, given our analysis, 
there is little consistency among the studies with respect to signs and magnitudes 
of parameters and many studias get aurprisijig results which have to be expl^i^d 
in an ad hoc wy. Youth labor supply is a vary slippery concept. 

'^For axample Linda Kaalf Edwards, **Xhe Eco no ai,1cs of Schooling Decisions, 
Teenage EaroUmant Sates, " Journal of Human Resources , v. x. Ho. 2 (Spring, 1975), 
pp. 155-173; and Itobert I. Laxman, "So« Detarminaats of Youth School Activity," 
Journal of Human Resources, v. vii. Ho. 3, pp. 367-379. 
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industrial structure ^ mnd nuaierous studies of thm ttinimns wage* Howsver» vhat 

27 

is notable sbout mich of this literature t vith the exception of the w>rk of Katz.» 
Is. that the sodelling is limited to either single equation efforts or miltiple 
equation liodels of particular facets such as labor force participation. Bare I 
vill attei&pt to account for the interrelationships of dmand, school enrollment » 
labor force participation and %nge levels. 

The structure of the w^del Is presented in Table 111, the definition of the 
variables is found in Table IV » and the »eans of tt^ variables ar^^in Table V« 

Greater detail on variable definitions and sources are presented in the Appendix. 

f 

I vill discuss the specification of each eqxution in some detail but It is first 
i^rth pausing for a general discussion of the sodel^s structure. 

The model structure consists of one eff^loyidenl!^ equation and three equations 
vhich, taken together, represent a supply side. Three supply equations are 
necessary because of the peculiar' characteristics of the youth labor isarket, 
namely the simultaneous relationship between the schooling and participation 
decisions. Table V shows that the participation rates of iitudents are consider- 
ably below those of out*^f-school youth* Hence an^^cuXar shift or variation 
across race, sex, or space in youth labor force participation rates may be due 
either to chanse vithia the two classes (in and out of schcNal) or to changes In 
enrollaent rates within class behavior constant. It is thus obviously ini^ortant 
to oodel the supply side in socse detail. 

It is apparent that th^ nodel is recursive in that the^e is no f^dback from 
Che first four equations into the vage equation. Although not entirely satisfac- 
tory thlm «pp£cwcu ±s in eh« traditicn of the labor supply literature and such 
of the uploysent desumd literature and is, I believe justified in the case of. 



^^Sm for «3uuapie, Edward Kalachek, "Dcteminants of Teenage Ea^^loyaant 



Journal of Huaan Reaources , vol, iv, no. 1, pp. 2-21... 

Arnold Katt, **Ta«aage Esployaent Effects of State Minimm Wages, *' 
Journal of Htaaan &esourcc8» vol. vUi, no. 2 (Spring, 1973), pp. 250-256. 
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TABLE III 
The Model 



(1) EMP ^ - -i- Sj^GE' + e^^'OMENWG + U ED1619 + SgYOUFKAC + 



(2) ER 



(a) LFPER " Bq + Bj^UADULT + BjWAGE B^^AMIC + B^RESDISP 



(4) LFPNER 



{5> WAGE 



(+B5MARFRAC) + e 



Bq 4- B^DADULT + BjV^AGE- + B^PAMIC + B^RESDISP 
{+B5MARFRAC) + e 

6q + Bj^MIN + B2FRACLPW + B3UADULT + 64EDI6I9 + 
BgYOUFRAC + e 



Note: The dependent variable and the two wage variables in 
equation I are in logs. Equations (2), (3) , and (4) 
SlTb in logit form. MARPRAC is modeled in equations (3) 
and (4) for women only. 
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TABLE IV 
Variable DefialtioBB 
Variables measured for 16-19 year olds of each race and sex group: 



WAGE 




Hourly wage (saea'sured for 1969 and adjusted for seasonal 
differences in hours vorked) 


EMP 




Nuaber enployed during the census week 


EDi619 




Median years of school coapletsd 






Enrollsent rate during the c^isus week 


LFPER 




Labor force participation rate of enrolled youth 


LFPNER 




Labor force participation rate of non-enrolled youth 


MARFEAC 




Fraction of the cohort married (for wo&en) 



Variables defined separately for all blacks and vhites in the SHSA: 

ED23 - Hedi&n educational attainment of adult sen 25 years old 

and above 

RESDISP - Ratio of the population living in the central city to 

population living outside the central city 

SUB - The ratio of all the SKSA's jobs located in the central city 

to jobs located outside the qentral city divided by RESDISP 

FAHIC « Median family incoi&e 

Variables defined for the entire SMSA: 

Q - Total personal inccsae in the aiSA 

YOUFRAC - For men: the fraction of the SMSA's jobs accounted for by 

construction, nanufacturing and trade ; for women: the 1970 
equivalent of the Bowan and Fixmegan index of female 
oriented e&q>loyaeiit 

SOUTH - A dujsBay taking on the value of "1" if the SMSA is located 

in the South 

KIN - A duffloy taking on the value of "1" if the SMSA was predwainantly 

located in a state which in 1969 liad a minix&us wage exceeding 
the Federal Blniaaia wage 

EDDOL - Per capital expenditure on education in the SMSA's major city 

UADULT - The S^ISA unenploynent rate of adult wm during the census week 

URBAN - The fraction of the SMSA's peculation living in urban areas 

FRACLFW - The fraction of the SMSA's labor force during the census week 

consisting of adult woaien 

VQMENUG - liourly wage of adult woaen , 
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MEAN VALUES, X960 



Dependen't 
Variables 


WHITE MEN 


BLACK MEN 


WHITE WOMEN 


BLACK WO!^N 


£KP 


13553 


1402 


12282 


1055 


fiR 


.713 

1 


.608 


.596 


.526 


LFPER 


.366 


.230 


.239 


.141 


LFPNER 


.799 


.657 


.545 


.385 




1.22 


1.10 


1.15 


1.11 


tfNEMPLOYMENT 


.111 


.218 
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HARFRAC 






.170 


.168 








BLACKS 


£025 




10.8 


8.6 




PAMIC 




6263 


4053 





Q 3278 

^^---v YOuFRAC .659 (.333) 

SOUTH .277 

MIN .407 

tXADULT .047 

FRACLPV^^ ,323 
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tb4i youch lAbor MirkAt* It i» obvloua that excess supply of youth iMbot has 
failsd to driv« thm vage to »Ark«t claariiig Itvels/ Tail in attributable both 
to tba praaauca of Fadtral axid atattt i&liilMi as will mm to tha a^stance of aocially 
acc«ptabla mittla^ vages and other iuatituticmaj rastrictiona. The adult unas- 
ploymnt rata doas appear in tim wage equation and is alvays iusigalf leant or 
of tha wrong sign and asqpariaants irith aaasures of axca&s supply in tha youth 
Ibor mftrkat produced poor results* 

I will now discuss the specification of aach aquation « Howavar^ since the 
specification of naoy of the equations is standard in the literature » I viU only 
highlight the points which are novel or of special interest here* 

The Emgloytoent Equation > This equation estimates employront as a function 
of output (Q)« the wage of the appropriate subgroi^/, the wage of adult women ^ 
tha «adian aducatlonal attAlnsa^t of that groups and three measures of local 
structure — a measure of tha suburbanl^tion of ai^loymant relative to population, 
a local Industrial structure variable (which is defined differently for laen and 
women) » and a dummy which takes the value of 1 if the SHSA la locabed in the South. 
This aquation serves two Important puirposes* First ^ differences in the structure 
of equation across races will indicate separate demand curves and thus dlscrimlna- 
tion^.(subJect to the caveat noted above concerning the absence of adequate per- 
sonal characteristics controls)* For axaxoplei a coei^n finding in the literature 

la that the wage elasticity of employment with respect to wages Is larger for 
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blacks than whites and this can be taken as evidence of discrimination. In 
addition t when we re<*estinate the aquation for 1960 » %^ will be able to detect 
ahifts over the decade in the demand aquation, 

_ 

^Srha Backer discrimination mcniel predicts that the demand curve for black 
labor in tlm prasance of diacrimination la lass almstic with respect tiE^" wages than 
tha white modal (for a daacttatration aae Fraamant Changes in the Labor Market for 
Black Americana > pp. 92-93). Honaver^ this modal is not well suited for this 
amalyaia. First » it is a full amploymant model and t^ca does not ccnaider the 



second » thift cquatloii vill d«ttrmine th« iB^ortmnce of siveral nfiAiuuirei of 
IocaI ttcofiottlc itructur«. If «vd>urbanlx«tion of ttttploywmt relative to popuImtloQ 
has bad a datriwrntal affact oa black ^mployvmnt opportimitiasi tha sign oa SUB 
vlll b€ posttiva (the approprlata coucapt — which is used hare is the ratio 
of cantral city ai^ploviMmt to population). In addition^ tha industrial structure 
variabXas abould SMiaaure the af fact of local industry six;. Previous experience 
vith these variables » or similar ccmatructs^ has had mixed results OUlachek 
found them unimportant ^ Friedlander found them important). Finally » adult women 
are a potential source of ccmpetition for youth jobs and the inclusion of their 
wage in the equation vill test the strength of this effect* 

Thus th« caployaent tqu«tioas should tell us t\jO things: (1) is black ea- 
ployweat aore sensitive th&a whits safsloyvent to locsl labor Ksrket structure; 
(2) has that sftositivity increased over time. The jkasraers should help us imder- 
stand the key issue -of wh^r black youth eoiployBent has grown less vigorously than 
white in recent years. 

Supply Equations. The aodel contains three supply equations. An enrollment 

i 

and Lvo labor force participation equations, one for those in school and one for 
out-of -school youth. The equations themselves are conventional in structure. 



implications of uneB^loyutnt. Second » as Flanagan has df»onstrated, the model's 
predictions with respect to the relationship between relative osployi^nt and 
relative wages of blacks/^ and whites are inaccurate (Eobert Flanagan* "Eacial Wage 
Biscrimination and E&ploynent Segregation/' Journal of Human Resources, vol. VIII 
(Fall, 1973) pp. 456-471). Recent minisua^vage studied have found that the «ini»ia 
wage has a larger dlsaaploy»ant effect for blacks than whites (Jacob Mincer, 
^*UneBploy»ent Effects of mniSBm Vagee," Joutnal of Political Econw . vol. 84 
(August, 1976) pp. S87-S104; Jamas Xagan, Jr., "hiniaua Wages and cne Youth iabor 
Market,** Review of Ecoaoaica and Statistics, vol. LIX (May, 1977) pp. 129-136) 
and if the coverage rate is roughly equal for the two races thmx this vould iaply 
a aore elastic deaund curve for black labor. ▲ rationing aodel of e«ploys»ent 
would iaqply a w>re elastic daisand curve for blacks. iMgine that whites are 
allocated outright (pcrh^s because of superior contacU^or strong e«q?loy«r pre- 
ferences) « larger shars of the SMSA*a youth joba than are blacks. Then if the 
regaining jobs (firms) have dcaand curves of equal wage elasticity for blacks and 
wiiites the overall wsgt elasticity will appear larger for black». 



Participatioa 1» « fu&ctioo of wAgM, £4Mdl>r lQco«t, «dult uoMploywmt, the 
fraction of tbtt cohort vhlch is ttftrried (in th« f«ttal« «iqu«ti«Ki8) » aad one 
tmuuBUAl vAriAble the rcaldentlal dispersioa of th* r«clAX group. This 
V4iriiibl« is intsndsd to test ths hypothesis thst inner city youth, psrticuXsrIy 
blsck ycHitht are especislly discoursse^^ ^ con;trsst to Bovtn end Fixinegan, 
dsasnd vcrisbles sre excluded froia thsse equations. ^ 

The enroUnent equation i& also conventional, though again there are several 
sieasures of the is^act of spatial dispersion of population. The conventional 
wisd{» concerning this equ&tion is that high uneaiployatent rates encourage youth 
t "enain in school, adult education levels ars a proxy^ for taste and hence 

the effect should be positive, family iacooe incorporates several effects, but 

29 I 
is lAost likely to be positive, urbanization ie associated with, higher enroll- 

»ent rates. Per. capita expenditure on'education should have an anbiguous effect 

since it cay reflect either higher quality schools wqx% serious probleas , 

though .OQ balance its effect should be positive. 

Wage Equation . The wage equation is probably the atost poorly specified of 
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the equations. Similar equations have aet vith little success. The ninisua 
vage variable is of ccmsiderable interest due to the ' longstanding debate on the 
ispact of the minioua vage of youth eaploy»ent. The variable is a du»^ taking 
cm the value of "1" if the state iiixU.Bu« wage is in excess of the prevailing 
federal minimas vage in 1969. The effect upon eaploynent will, of course, be 
through tiut vage terv in t!^ first equation. 

The fraction of the labor force cooposed of ifo»en (FRACLFV) should exert a 
doimward effect on wages to the extent that voaen co«Hpcte with youth in the 

Idwards, **The Sccmoaics of Schooling ]>ecisions." k aaasurenent error 
for this irariable is that it sMuuiures faaily incoae in the SHSA, but soms of the 
16-19 year old anrolled youth are in college and have faailies who reside elaesfhere. 
Thia will bias the coefficient to xero. 

^GXan Cain and Martin £k>oley, '*Xstiaation of a ifodel of Labor Supply, Fertility, 
and Wages of Harried Vo«en,** Journal of Foliticfl |;gonoKv . v. 84 <August, 1976), 
t»p. S179-S200. 
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loy skilled or casual labor mrkEt aud to the exteat that youth wages are flexible 
doMivardii. ll^e imiuatrial structure and unei&ployioent terms are intended to cap- 
ture the ifispact of demand on wage levelbi and thts education term is a control for 
labor quality. 

Data and Estimation 

The observations are those SMSA's with a population in 1970 of 500,000 or 

more which reported data separately for blacks • Fifty-four SMSA's met this 
31 

criteria. The equations are estic^ted separately for 16^19 year old black and 

32 * 
white aien and wos«n (data on Spanish speaking have been excluded from all 

appropriate variables) • The 1960 equations were estimated with data from the 
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same SMSA^s with a few variables omitted. 

The first equation is specified in logs in the dependent variable and the 
wage terms. Thus the wage coefficients are elasticities while the remaining 
coefficients represent proportional change in employment for a unit change in 
the Independent variable* This form gives better fits (though qualitatively 
similar results) than other specif ications* The next three equations (enrollment 



SHSA's included are New York, Los Angeles, Chicago^ Philadelphia, 
Detroit, '^an Francisco, Washington, Boston, Pittsburgh, St* Louis, Baltis^re, 
Celveland, Houston, Newark, Minneapolis, Dallas, Seattle, Milwaukee, Atlanta, 
Cincinnati, Paterson, Smi Diego» Buffalo, Miami, Kansas City, Denver, San Bemadlno, 
Indianapolis, New Orleans, Tampa, Phoenix, Columbus, Rochester, San Antonio, Dayton, 
Louisville, Sacramento, Memphis, Fort Worth, Birmingham, Toledo, Norfolk, Akron, 
tiartford, Oklahoma^ City , Gary, Fort Lauderdale, Jersey City, Greensboro, Nashville; 
Qaaha, Voungstown, Jacksonville » Richmond, Wilmington. 

These SHSA^s account for SIS of black 16-*19 yWr olds living in urbanized 
areas in 1970. 

^"Vfost of the 1960 data were generously provided to me by Arnold Katz. 
Several variables ware c^tte.d because of the expense involved in collecting the 
data. JThe cc^arisons which follow between the 1970 and 1960 equations remain 
valid wlMBin the 1960 equations are compared to 1970 eouations usi^ag only the 1960 
variables. 
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rate and two labor forces participation rates) are bpecified in a logit form 
(i.e. the dependent variable is log (P/(l-P)) . This insures that the predicted 
values will fall between "0" and "1". The final enuation is linear. 

The nodel was estimated via Three Stage Least Squares, a procedure which is 
appropriate because of the simultaneity of the system^.and the cross equation cor- 
relations. Ail data were weighted by the square root of the SMSA's population. 
The results are in Table VI. 

The 1970 and 1960 Employment Equations 
These equations pt^rform quite well and the results are of considerable 
interest. The most important points in the 1970 equations are: 

(a) The response of e ployment to output is significant in all equations, 
although in elasticities they are somewhat higher for blacks than whites. 
This confirms the general notion that blacks benefit relative to whites from 
economic upturns. 

(b) The v.ge terms tell an interesting story. The own-wage coefficients 
are insignificant in all cases except for black men. Hence only for this group 
is there evidence of racially differential treatment and even this should be 
treated with caution since it is difficult to tell a plausible story about why 
the treatment of black women should be better than black men. On the other hand t 
adult .women's wage variable is significant in both black equations and in neither 
of the white equations. Employers evidently do not substitute women for white 
youth (or vice versa) but do so for blacks. The clear implication of this is that 
the rise in the labor force partici^pation of adult women has had a detrimental 
effect on black teenage employment. 

(c) A major interest is the impact of the suburbanization variable. The data 
show a vast racial difference in the suburbanization of population — the mean 
value of RESDISP (the ratio of central city to non-central city population) is 
10.5 for blacks and .84 for whites. In the discussion above I argued that the 



UmiJmEm BQIMIONS, 1970 and 1960 
(t statistics) 



1970 





WHITE MEN 


BLACK MEN 


WHITE WOMEN 


BLACK WOMEJ^ 


Q 


, 0001 


.0001 


.0001 


.0001 




(5.86) 


(4.71) 


(6.028) 


(4 . 36) 


£Dxq 


. 6430 


. 2346 


.c283 


.2086 




(10.09) 


(2.54) 


(7.50) 


(1.83) 


xuUr KAL 




6 . 6467 


3. 3534 


5.5124 




C3.75) 


(4.68) 


(1.40) 


(1.42) 




• ^ ODjC 




1« 4803 


-.8793 




(1.12) 


(3.07) 


CI. 53) 


(.60) 


WOMENWG 


1.1745 


3.0022 


-.0805 


2.6139 


\ 


(1. S2) 


C3 021 






SUB 


-.0237 


-.1724 


-.0065 


-.5307 




(.23) 


( . 31) 






SOUTH 


.1145 


1.1312 


-.3862 


• 8871 




(.95) 


( 5 . 2 1 1 






^60 










w 




. 0002 


. 0001 


.0001 




(4.44) 


(4.68) 


(5.93) 


(3.98) 


WAGE 


.0326 


-7.0862 


1.5624 


-7.9881 




(.01) 


(4.61) 


(1.40) 


(6.07) 


WOMENWG 


1.5090 


1.3229 


.4105 


.2096 




(1.52) 


(1.03) 


(.42) 


(.1:0 




• «^ V V ate 


f\AOC 

m %0 *m ^ \s 


00 on 
^ • ^ ^ ^ ^ 


A A 




(1.29) 


(.62) 


(1.40) 


(.05) 


ED16 


.7102 


.5681 


.6018 


.5856 




(18.3?) 


(10.47) 


(9,80) 


(4.96) 


SOUTH 


.2294 


.5259 


-.2599 


.1558 




(1.09) 


(1.76) 


(1.32) 


(.48) 



4!l 



t 

37 



•ff«ct of job dispersion and residential dispersion of whites could either benefit 
or hurt biaciui. Thene ra&ults Muggesit that there is no effect one wsy or the 
other. Hence even if the iUiin arguaient is plausible for youth — as it eeems to 



for those jobs which remain in the central city or the pressures which a nvimeri- 
cally ©ore dominant black population places upon firms to hire black youth, 

(d) The industrial structure variable is positive in all four equations but 
signlticant only for men. The size of the coefficient is larger in both black 
equations than in the comparable equations for whiteL. This suggests that in 
SMSA's with an adverse industrial structure whites are better able than blacks to 
penetrate ^ther sectors of the economy . This finding, which Is reinforced by 

the greater sensitivity of black wages to the industrial structure variable , is 
consistent with findings by Frledlander on the importance of industrial structure 
to blacks. Furthermore, this finding suggests that secular shifts in industrial 
structure have been adverse to blacks. In I960, the mean value of the male YOUFRAC 
was ,659, by 1970 it had declined by 20% to .525 . The results here suggest that 
this shift in the industrial composition of the economy impacted disproportion- 
ately upon black men. 

(e) The coefficients on the Southern dummy variables are quite striking and 
imply that blacks benefit, both absolutely and relative to whites, from Southern 
residence . However , these coefficients need to be treated with caution because 
they may simply be proxies for the relative number of young blacks in the SMSA. 
The discussion below of the employment to population ratio equations will clarify 



To sumarize these demand equations, they do seem to show that black enploy 
mem is m general more sensitive to local economic structure than is white 



be 



It is offset either by the reduction in competition black youth face 



this. 



Recall that the definition of the variable differs for men and women. 
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e«ployn«Qt. In particular the greater black response to YOUFSAC, the racial 
difftrances in the co«f tlcieniie on WOMENWG, and the SOUTH variable all point to 
this conclusion. 



The change in the structure of. the equations between 1960 and 1970 for blacks 
and whites does not vary by sex and is of considerable interest. The white equa- 
tions are remarkable for the lack of change in structure. Only two coefficients 
change sign (the own-wage term for white aien and the woiaen wage ter» for white 
women) and neither of these coefficients but one arc of the saae magnitude. The 
only exception is the YOUFRAC term for men which becomes larger and significant."^^ 

Beyond this, the curves do shift in the sense that the implied elasticities of 

36 

employment with respect to output increase between 1960 and 1970. This reflects 
the fact rhat for whites the economy found jobs for the baby boom generation. 
Bowever, the other characteristics of the demand curves remained stable. 

The story itj different for blacks. For worsen the employisent elasticity 
iricreased but for black i£^n ic declined. Beyond this there Is clear improvement 
with respect to the wage terms. In i960 for both black men and women the wage 
elasticities are large, significant, and negative indicating considerable dis- 
crimination. By 1970 this effect had diminished. On the other hand, the sensi- 
tivity of black eaployix^ent to both industrial structure and adult women ' s wages 
increased between 1960 and 1970. This change in the structure of the equations 
can be read as an improvement in the sense that for a given adult w<Mea wage or 
youth industry share in 1970 black youth gained more employment than they did in 



This also occurs for black men. Hence Kalachek^s finding using 1960 data 
that "key industry" variables fail to be important is supported but evidently 
this changed between 1960 and 1970. 

36 

The elasticity is Q.B, , since 
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1960. At the mwmt timm^ how^vi^r^ thia shift between 1960 and 1970 represents a 
growing sensiitivity of black employinent upon local labor mrkat structurtt & 
trend not observad for whites. Thua while the pattern does seem to represent 
an li^rovement over the 1960 structure it ia in a sense a mixed blessing. 

Labor Sup ply 

The ratio of black to white labor force participation has worsened secularly • 
In these data the lower black participation rates are reflected by mean values 
of .370 for xm^n and .291 for woBien. compared to comparable white values of .491 and 
.385. Although contributing def initionally to lower unemployment these relatively 
low black participation rates are a further sign of pathology in the labor market. 
Furthermore, the racial differential cannot be attributed to compositional 
effects arising from schooling, enrollnmnt rates are lower on average for blacks 
(•695 for men and .644 tor wouien compared to .799 and .708 respectively for 
whites) and the participation rate of out-of-school youth is higher thau that of 
those in school. 

The coxBparison I will now make between the 1970 and 1960 labor supply equa- 
tions does help shed light on the decline of black relative to white participation. 
However, these results should be treated with some skepticism. Labor force 
participation is an ambiguous concept in the youth labor market . The youth labor 
market is very volatile, with youth moving in and out of the labor force. Attach- 
ment to the labor force is not as secure as it Is for adults. Many youth who are 
reported out of the labor force are in fact available for work and may even be 
looking in a casual way. At the same time, youth who are currently looking or 
working have a weak attachment and may soon b^out of the labor force. There is 
also considerable disparity in reported participation between census estimates, in 
which a parent generally reports the status of a youth living at home, and surveys 
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2S70 LABOR SUPPIif m> mSE BQUJ^TIQl© 
(t statistics) 

WHITE MEli BLACK MEN WHITS WOMEN BLACK W0ME?3 

Enrollment 



FAMIC 


.00001 


-.00005 


-.00003 


-. 00005 




' (1.26) 


(1.77) 


(.34) 


(1.73) 


RESDISP 


-.0389 


-.0025 


-.0283 


-.0007 




(1.46) 


(1.68) 


(1.57) 


(0.52) 


EDDOL 


-.0001 


-.0009 


.0003 


-.0009 




(0.31) 


(1.54) 


(0.92) 


(1.67) 


UADULT 


2.3614 


7.1914 


2.1721 


4.3172 




(1.17) 


(2. 59) 


(1 . 50) 


f 1 71) 


£D25 


.2027 


.1097 


.1405 


. 0650 




(3.65) 


(3.10) 


(3.60) 


(1.54) 


URBAN 


-.0337 


-.8671 


-.4401 


"1 . 4919 




iO.lX) 


(2.33) 


(2.29) 


(4.46) 


CONSTANT 


-.8544 


1.0013 


-.5140 


1. 7677 




(1.46) 


(2.35) 


(1.16) 


(3.98) 


Labor Force 


Participaticn , 


Enrolled 






UADULT 


-1.4139 


3.4422 


-3.8892 


-3. 0517 




(0.53) 


(0.92) 


(1.26) 


(0.82) 


WAGE 


.0891 


-.7485 


.3146 


-.9237 




(0.92) 


(1.80) 


(0.73) 


(1.67) 


FAMIC 


.00006 


.COOl 


.00008 


.0003 




(3.81) 


(2.16) 


(3.90) 


(5.14) 


RESDISP 


-.0034 


-.0007 


.0181 ^ 


-.0042 




(0.10) 


(0.41) 


(0.44) 


(1.83) 


MARFRAC 






-2.4268 


3.9534 








(1.89) 


(1.83) 


CONSTANT 


-.6975 


-.7278 


-1.8326 


-2.6333 




(2.64) 


(1.90) 


(2.18) 


(3.46) 
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labor Force Participation ^ Not Enrolled 



UADULT 

WAGE 

FAKIC 

RESDISP 

MARFRAC 

CONSTANT 



-7.5635 
(2.85) 

-.1703 
(1.71) 

.00005 
(3.34) 

.0075 

(0.23) 



•15.9161 
(3.98) 

1.2084 
(2.69) 

• .00008 
(i.5«5) 

• .0021 
(1.16) 



1 .4325 
(5.33) 



- .3584 
(.0.87) 



•8.1433 
(4.68) 

.9262 
(3.67) 

.00002 
(2.25) 

'.0828 
(3.62) 

■4.5322 
(6.29) 

- .6822 
(1.40) 



•8.8451 
(2.98) 

• >8270 
(1.83) 

.0002 
(4.21) 

• .0021 
(1.15) 

2.4740 
(1.40) 

-.4670 
(0.75) 



Wage 
EDI 6 

MIN 

FRACLFW 
UADULT 
YOUFRAC 
CONSTANT 



-.0113 
(0.05) 

.3417 

(2.96) 

-5.1371 
(2.08) 

- .6307 
(0.13) 

- .0316 
(0.04) 

4.0397 
(2.01) 



.0431 
(1.48) 

.1322 
(2.35) 

" .2339 
(.20) 

4.2149 
(1.74) 

1.5784 
(4.80) 

.3136 

(0.4543) 



.0544 
(0.69) 



.2209 



(4 



1.8742 



(1 



-2.8882 



(1 



-2.5067 



(1 



1.3383 



(1 



78) 



40) 



63) 



98) 



49) 



.0461 

(i.oo; 

.1870 
(2.38: 

■2.7766 
(1.19; 

•2.6262 
(0.87; 

1.2892 
(0.58; 

1.7115 
(2.36; 
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1960 lABCR SiSPPLY m> EQUmONS 
(t statistics) 
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Enrollment Eouation 



VmiTE MEN 



WHITE WOMEN 



BLACK MEN 



BLACK WOMEN 



ERIC 



vADUliT 


2. 0S53 


.9660 


9 .4278 


.9643 




(1.21) 


(.43) 


(2.21) 


(.27) 


ED25 


.1107 


.0394 


.3180 


.0826 




(4.72) 


(1.23) 


(4 . 96) 


(1.48) 


PAMIC 


.00001 


.0001 


-.0002 


-.00006 




i C.47) 


(3.24) 


(3.02) 


( .78) 


CONSTAiiT 


' -.4614 


-.7625 


-1.5622 


-.3897 




/ (1.60) 

1 

1 


(2.02) 


(3.4933) 


(l.CO) 




Participation, Enrolled 






UADULT 


-.70845 


-5.6091 


-8.22227 


-2.3099 




(1.78) 


(1.54) 


(1.48) 


(.50) 




5.1364 


.9807 


.8836 


.1561 




(4.41) 


(1.79) 


(1.03) 


(.29) 


FAMIC 


-.0003 


.0004 


-.0000002 


.0001 




(2.90) 


(.58) 


( . 002) 


(2.24) 


CONSTANT 


-4.2026 


-2.0640 


-1.8545 


-2.2a20 




(5.63) 


(3.76) 


(3. 60) 


(4 .15) 


MARFRAC 




-1.6895 


— 


-2.0634 






(1.98) 




(1.75) 




Participation, Not 


Enrolled 






UADULT 


-11.1303 


-8.2155 


6.7276 


-5.9216 




(2.65) 


(2.62) 


(!• IX; 


(1. 59) 


WAGE 


3.7160 


-.3118 


-1.3197 


-1.0836 




' (2.87) 


(.64) 


/ "t A AS 


.40} 


PAMIC 


-,0001 


.00002 


-.00007 


.0001 




(1.17) 


(.39) 


(.55) 


(2.45) 


CONSTANT 


-1.5705 


1.7427 


2,0974 


.2019 




(1.91) 


(3.65) 


(3.78) 


(.44) 


KARFRAC 




-6.0109 




.8754 






(8.044) 




(.90) 
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MIN 



FRACLFW 

f 

UADULT 
YOUFRAC 

S 

CONSTANT 



.0670 
(2.96) 

•1.4499 
(3.33) 

.5639 
(1.30) 

.0217 
(1.05) 

-.0066 
(.62) 

1,5060 
(5.15) 



.0273 
(5.02) 

.6943 
(.79) 

-.0242 
(»02) 



•1.9738 
(2.03) 

1.5387 

(8.61) 



.1252 
(3.64) 

•1.5716 
(2.27) 

.4015 
(.23) 

.0786 
(3.11) 

-.0063 
(.34) 

.7480 
(1.83) 



.0826 
(1.87) 

■1.6326 
(1.23) 

.8774 
(.52) 

.0744 
(2.02) 

.4384 
(.29) 

.6415 
(1.36) 
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which ask youth directly. Thus the discussion below should be taken with s 

large grain of salt. 

Turning to racial differences in the structure of th^ 1970 labor force 

participation equations » it is apparent that there are some iiaporC^t differences 

and» with one significant exception, they argue for lower black participation 

rates. In the in~school equation, both black laen and women show significant 
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negative wage effects, but whites do not. In the out-of-school equation black 
women show a significant negative wage effect while the effect for white woix^n 
is positive . On the other hand, the coefficient is positive for black loen. 
Thus there is some, although not overwhelming, evidence of a stronger income 
effect for black than white youth. 

The equations demonstrate that the conventional wisdom concerning the rela- 
tionship between unemployment and enrollment is correct, with the coefficient 
being large and positive in all four equations and significant in two* The co- 
efficients on the education level of adults also perform as expected* The only 
surprising result is the consistently negative sign on the urbanization 

term, a finding contrary to our escpectations . This cannot be attributed to the 
quality of central city schools since the urbanization index counts most suburbs 

as urbanized. ^ 

« 

The shifts between 1960 and 1970 in the labor force participation equations 
do not present as clearcut a picture as did the employment equations . At least 
for whites the shifts between 1960 and 1970 are not consistent across the sexes. 
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Michael Borus et al. , ''Counting Youth : A Comparison of the Labor Force 
Statistics in the Current Population Surveys and the National Longitudinal 
Sur\'ey8," in Robert Taggert and Naomi Berger D^ividson, eds», Employment Statistics 
and Youth (Washinj^ton: G.P.O.)» 1978, pp. 15-34. 

^^These negative wage effects were also observed by Bowen and Finnegan although 
they used a different wage variable « They attribute the effect to problems in 
siaasurix^ labor supply. In addition » % would argue tlmt many youth are ^'target" 
earners » i.e« they vork to earn money for recreational purposes and thus high wages 
may reduce labor participation. 
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Hov^v^r, fgr black* the nhift* mrm coasintcat lud halp us uadftrstaad secular treiids 
in participatioa rates* 

For white anau thu discouraged worker effect is considerably weakened in the 
1970 coMpare^ to the 1960 equations, both for those in and out of school. On the 
other hand, while the 1960 equations share the classic pattern of a positive 
wage term and negative family income terw by 1970 the wage ter» is insignificant 
and the faiaiiy incoiae cc^fficient is positive. Thus the structure of these ^ 
equations change , but the changes are offset and there is very little overall 
noveaent in observed participation rates. For women we observe little change 
in the dijcouraged worker effect and an inconsistent wage effect pattern (the 
term in the out-of-school equation becomes positive and significant in 1970 
while the coefficient for the in --school term loses significance). The sotiewhat 
inconsistent picture (e.g* the ■ove away from the "classic'* patterns in the 1960 
white male equations) is comparable with Field work on adult woaen which shows 
a similar disintegration in expected participation patterns over time.^^ 

The shifts in the black equations tell a aore consistent story. For both 
black woiaen and men the 1970 equations show a considi^rably »ore powerful dis- 
couraged worker effect th^n do the 1960 equations » and this doubtlessly explains 
the adverse participation trends over the decade. Data pf these kind cannot , of 
course g explain why this development occurred, 

Ea^ployn^ent to Population Ratios 

The fuaployment to population ratio is in general a poor measure with which to 
work bacause it ccwbines labor desand and sup, / titfects. The ratio could be lov 
in an SMSA either because the demand for youth labor is weak or because labor 
force participation ta^t^k^ are low* This difficulty may bkt ainimisstsd in the case 
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Judith Fields, "A Ccnaparison of Inter-city Differences in the Labor Force 
Participation Rates of Married Woiaen in 1970 with 1940, 1950, and 1960/' Journal 
of Human Resources , Vol. XI, No. 4 (Fall, 1976), pp. 568-^577. 
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of ths. youth labor luriuiC bec«u«e, I «rgu«d *bov«, th« distinction b«tw«en 
Ubor force c«t«gories< is weak. To the axteat th«t labor forca participation 
is ambiguoua the ai^loyaient to population ratio b«cooe» a uaeful naaaura. 

The advantage of the measure, relative to absolute employwent — which I 
have been using tbu* far — lu that it controls for the number of youth in an 
SMSA. This is particularly iaportant for bUcka since, even holding SMSA size 
constant, their nuaberu vary considerably. It may be, for example, that the 
coefficients in the SOUTH duany variables in the black employment equations arc 
positive simply because, holding city size constant, there are relatively wore 
black youth in southern cities. 

In order to determine whether the results developed above remain after con- 
trolling for the diificulty I have estimated equal; ions for employment to population 
ratios. They are reported for 1970 and 1960 in the table belpw. All of the variables 
have been previously defined, with the exception of Q/P which is the Q measure 
divided by the number of youth in the equation specific cohort. 

The results generally confirm the earlier analysis. In 1970 blacks show 
a larger positive response to the wage of adult women than do whites, the coef- 
ficient in both equations being positive and significant for blacks and insigni- 
ficant for whites. In addition, the black own-wage term follows the previous 
pattern. For males it is negative and significant, but larger in absolute value 
for balcks, while for women the term is positive and significant for whites and 
insignificant for blacks. As in the earlier equations, the industrial structure 
variable is positive and significant for men and insignificant for women ; however 
it should also be noted that the magnitudes for men are larger for whites while 
in the employment equations they are larger for blacks. Finally, as we suspected, 
the SOUTH duiaaay becomes insignificant in this frama^ork. 

The ehift in the structure of the equations between 1960 and 1970 also confirms 
the earlier results. The magnitude of the negative own-wage term is reduced for 
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Employment to Population Ratios 

Effects of a Unit Change in the Independent Variable 
Upon the Employment to Population Ratio 



1970 

Q/P 
ED16 
YOUFRAC 
WAGE 

SUB 
SOUTH 



WH X y £ MEN 

188 
010** 
134** 

095** 

083 
004 

00009 



BLACK MEN^ 

C02 
005** 
108** 
114** 
037* 
004 
004 



WHITE WOMEN 

-.090 

-.003 
.100 
.298** 

-.Oil 

-.001 

-.011 



BLACK WOMEN 

012** 
0005 
006 
002 
040* 
007 
00004 



1960 

Q/P 

YOUFRAC 
WAGE 
WOMENWG 
SOUTH 



294 
021** 
010** 
039 

050 
007 



010* 
007** 

002 
315** 
088 
012 



.026 

.006* 

.009 

.162** 

.146** 

.006 



.007** 
.001 
.065 
-.062** 
.011 
.00008 



Note; The reported results are calculated as 9 CEA^ 



ax. 



B^KP) (1-P) 3 



and are calculated at the mean values of E/P. This form follows 
from the logit specification. The estimated equations are 
reported in the Appendix to this cahpter. 
** - Significant at the 5% level. 
* " Significcmt at the 10% level. 
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both bUck WBXk md voma, the of *dule woama is insignificant for blacks in 

19bO but bttcoiGMa significant in 1970 and the industrial Btructur« variable 
becoaes nort important (pasitiv* and significant) for black m&n in 1970. 

(kk tha balance, then, the results of the analysis of eaployiaent to popula- 
tion ratios apupporttf th& conclusions dr&vn from the aairliar model. 

Efflployaupt Growth 

km a floai check on thit couclusionM ve have reached thus far this section 
e Intimates equations for employwent growth between 1960 and 1970. The dependent 
variable is the percentage growth in emplojnpaent for each race/sex cohort between 
those t%?o years and the independent variables are the 1960 values of FRACLFW 
and yoUFKAC, the percentage growth in personal SblSA income, DQ, and the percen- 
tage growth in the size of the cohort between the two years, DP0P16. We expect 
to find negative coefficients for FRACLFW^^, and positive coefficients on 
YOUFRAC^Q, The population growth variable is clearly not exogeneous but an 
estimation of migration and fertility functions is beyond the scope of this work. 
To test for the sensitivity of the other coefficients to this variable the equa- 
tions are estimated both with and without it* The results are presented below. 
The discussion will focus on the equations which include DP0P16. 

These eijuations generally confirm our earlier results. White male employ- 
ment growth is negatively related to FRitCLFW^p but shows no significant relation- 
ship to YOUFRAC^^. Black male employment growth has a negative relationship to 
FRACLFW^Q and a positive relationship to YOUFRAC^q . As before, the results for 
women are weaker, the only significant relationship is a negative one between the 
employment growth of white ^men and FRACLFW^^. However, the ^oa^Jarable rela- 
tionship for black women has the correct sign and approaches significance • In 
general than, these results confirm the earlier ones and increase the confidence 
with which we can accept them, 
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EMPLOYMEKT GROWTH EQUATIONS 
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Woman 



White Woiaen 



Black Women 



60 



60 



FSACLFW 
YOUFRAC 
DQ 

DP0P16 

CONSTANT 
„2 



-2.1955 
(.-'>9) 

3.0851 
(.78) 

.1747 
(3.51) 



.1014 
(.16) 

.7968 



-3.6442 

(1.66) 

2.7729 
(1.19) 

.0891 
(2.90) 

.9289 
(9.60) 

.2625 
(.71) 

.930 



-14.9316 
(2.06) 

6.9222 
(.90) 

.0562 
( .58) 



7795 
(3.08) 

.791 



-7.5338 
(1.43) 

.3828 
(.07) 

- .0129 
( .IB) 

1.3121 
(6.95) 

2.6681 
(2.00) 

.896 



Men 



White Men 



Black Men 



FRACLFW 



60 



YOUFRAC 



60 



DP0P16 

CONSTANT 

R 



- .7116 
(.30) 

- .0430 
(.86) 

.6366 
(3.02) 



.7532 
(1.00) 

.801 



-2.6756 
(2.23) 

- .0271 
(1.07) 

.3060 
(2.77) 

1.0187 
(11.85) 

.7818 
(2.04) 

.950 



-9 
(1 



9360 
88) 

0910 
81) 

1118 
24) 



4.1931 
(2.46) 

.642 



-5.4390 
(2.65) 

.1190 
(2.75) 

-.0626 
(.34) 

.8477 
(16.63) 

1.8765 
(2.80) 

.948 



The dependent variable is tne percentage or employment growth for each 
cohort between 1960 and 1970. 
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The results of the apaly^is thus far show tliMt In aos^ important respi^cts 
black youth eaploywent is Bwre depemient than that of whites upon Btructural 
characteristics of local ecoaomies. This was true both for the industrial 
structure variable and with respect to competition from adult women. On the 
other hand, there is no evidence that the suburbanization of employment oppor- 
tunities has had an adverse effect. 

The ccaaparison of the 1960 and the 1970 equations shows that over time blacks 
have become more dependent upon the structural characteristics of the local econo-- 
mies. .^tt particular » both the magnitude of the coefficients of the industrial 
structure variable and the women wage variables have increased. Thus black em- 
jtioyment appears to have become more sensitive to the local industry mix and to 
competition from women . I use the word "appears" because the case is not entirely 
clear, especially with respect to competition from adult women . There are two 
points which cast at least some doubt on this finding. First » in the wage equa- 
tions the variable measuring the fraction of the SMSA ' s labor force composed of 
adult women does not enter the blacks equation with a significant negative sign 
as might be expected if women and young blacks compete for the same jobs* Of 
course » the wages of young people are quite rigid downwards (due to the minimum 
wage and other barriers) so such an effect might not be expected. The second 
difficulty lies in identifying the jobs for which the women and young blacks 
compete . This is not particularly a problem for teenage black women, but it is 
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for nen. In March X976 41.92 of married women with husbands present worked in 

sales or clerical occupations, while the category (in October 1976) accounted 

for 12. 691 of the eiaployTaeat of 16-19 year old enrolled black males. The 

degree of overlap is thus not overwhelming, although it should also be notud 

that white teenage males are able to better penetrate clerical and sales work. 

There is also a large overlap in service occupations (15. 8S of the women, 39.9!?; 

of the male black teenagers) but this Ciitegory is so braod as to mak** comparisons 

very hazardous. Finally » 15. 7X of the women held blue collar occu^.. as (crafts, 

operatives , and laborers) while this category accounted for 36.1% of the black 

male youth employment . Thus while there is clearly scope for competition the 

matching of the occupational distribution of the two groups is far from perfect 

And the finding should be interpreted ^-.a some care. 

However we int. rpret the shifts between 1960 and 1970 in the equation structure 

it is clear that the total employment of black youth did increase over the period 

and it is also clear that the structure of employment determination of black and 

white youth does differ in important respects . We are thus led to consider that 

hoary villain » the baby boom. The size of the black cohort grew more rapidly 

during this period than the white cohort . Between 1960 and 1970 the size of the 

16-19 year old white cohort in these SMSA's grew by 43% while for blacks the group 

42 

was 92% larger in 1970 than 1960. Thus the size of the black cohort almost 
doubled while the white group grew at a much slower rate. The demand for both 
black and white youth labor increased during this period . However, the improvement 
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Special Labor Force Report No. 206, '^Marital and Family Characteristics cf 
the Labor Force in March, 1976,'* p. A-15, and Special Labor Force Report No. 200, 
"Stuucnts , Graduates and Dropouts in the Labor Force, October, 1976." 

41 

Special Labor Force Report No. 200 

42 

Of course, within these SMSA^s part of the population shifts may be due to 
migration. 
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iB the bl4*ck lijaployiaksat equatioub was^ not mdtiquace to coa^ea&ate for the increase 
in the cohort iise. Thus unaiaployiBeQt rose. 

INDIVIDUAL BEHAVIOR^ ^ 

An important limitation of the analysis thus far has been that it focused 
on aggregates — SMSA employiMnt, labor force participation rates, and so forth. 
While this approach has its advantages it also is clearly incomplete in important 
respects. In particular we lose track of the behavior of individuals. We also 
are unable to control adequately for differences in the background characteristics - 
of people. For these reasons the aggregate SMSA analysis must be supplemented by 
studying individual micro data. In this section I will employ the NLS data. 

The purpose of this section is to examine the set of hypotheses discussed 
at the beginning of this chapter concerning the impact of individual behavior 
upon the racial differences in unemployment rates . A useful way to approach this 
iSLue is to decompose the unemployment experience of individuals into a portion 
attributable to frequency of spells of unemployment and a portion attributable 
to the length of each spell. In particular , the annual weeks of unemployment 
experienced by a person is a product of the probability that the person will ex-- 
perieuce a spell times the expected duration of a spell when it is experienced . 
This distinction between spells and duration is important. For example, a group 
may suffer high unemployment rates either because of a disproportionate number 
of spells, though each spell may end quickly or because unemployment lasts a 
very long time when it does occur. Issues of behavioral differen>.es v. opportunity 
arise in both cases. For example, a group may experience frequent spells because 

This section (pp. 52'-68) is based upon an earlier paper prepared for the 
ASPER sponsored conference, "Employii^nt Statistics and Youth, helj in February 
1978, at the University of California , Los Angeles . 



they are praae to quit jobs frequently. (Thib would noraaily be taken as a 
behavioral difference although people saay also be forced to quit by bad treat- 
ment on the job^ I will test for this.) Alternatively a group may have fre- 
quent spells ^because they are aaore likely to be laid off, i.e. ''first fired." 
Similarly, in the case of duration a group may experience long durations because 
their resexrvation wages are too high or because firms refuse to hire them. 
It is these distinctions between the impact of behavior and opportunity that I 
will try to explore in this section. I will first examine racial differences in 
durations and then turn to an analysis of spells. In these f irsr two sub-sections 
I will focus on decomposing racial differences into portions due to differences 
in endowments, and portions due to differences in behavior or treatment (just as 
I did in the earlier discussion of wages) . I will then take this latter portion 
and try to see which factor — treatment or behavior — lies behind the differ- 
ential. 

Duration of Unemployment 

The model employed here is drawn from the implications of various search 
44 

theories . An individual ' s duration of unemployment is determined by a two- 
equation system, one equation determining the reservation or acceptance wage, 

the other determining the duration of a spell. This system can be summarized as: 

(1) R - R (K,D,C) 

(2) D-D (U,R,K) D - DuraLiou of spell 
^^^j^. K « Skill level 
^ ^ ^ ^ R - Reservation Wage 



Ik ^ f5 '° 



C - Cost of search and time spent 



<0 — >0 
3C 3U 



g Q unemployed 

U - Distribution of job vacancies 



fox- example, D. Mortensen, "Job Search, The Duration of Unetaployment, 
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A iitraight forward approach to Bearchiag for racial differentials in duration 
is to H^stiiaate this sy&item for blacks and whites and test for the differences 
across the equations. In particular » it would be interesting to know whether 
th«^r» mr^ differences in the rate at which the reservation wage falls in re- 
spouse to duration, differences in the extent to which skill levels reduce 

I 

duration « and differences in the x^act of cost reducing factors , such as unem- 
ployment insurance, in increasing the reservation wage. 

Estii&irites of this systea will be provided below. However, there is a 
serious difficulty. Although this system provides a measure of the determinants 
of reservation wage, the taeasure of duration is seriously biased. Rather than 
bieng a measure of completed spells, which is what we want to measure with 

respect to our ccKsplete system of unemployment , the simultaneous system above 

45 

provides a measure of spells in progress. As has been shown use of duration 
in progress provides a biased estimate of the length of completed spells largely 
because long spells have a higher probability than short spellr of being 
sampled at a point in time. 

Because of this problem the emphasis here will be on a reduced form of 
(1) and (2) , namely 

(3) D-D (U,K,C) 

where D is now length of completed spells « Unfortunately, this introduces some 
ambiguity into both the expected signs of the variables and the interpretation 
of the coefficients. For example , a high skill level would reduce duration by 



oiiu the Phillips Curve," Aineiicaa Econoidaii: Review , vol. 60 (Deueiiiber, 19o0) , 
pp. £447-62 ; or S. A. Lippman and J.F. McCall, ''The Economics of Job Search: A 
Survey," Econotalc Inquiry , vol. 14 (June, September, 1967) pp. 155-89, pp. 347-68. 
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Stephen Marston, "The Impact of Unemployment Insurance on Job Search," 
Brookings Papers on Economic Activity (1975) No* 1, pp. 13-60. 
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aMikiag more wac*inci«fc. «cc»e*»isibl«; but night also increase duration by raising 
the rasarvation wage* Furthermore, a posit Iva coefficient on marriage, for 
example » xaay be due either to married workers being more eager to find work 
(and thufi reducing their asking wage) or to them being more attractive to 
eiaployersi^ and hence receiving «>re or better offers. 

The dates eisaployed are those in the National Longitudinal Survey In- 
formation fro» two survey periods are employed, 1969'~1970 (collected in 1970) 
and 1970-1971 (collected in 1971) • These periods were chosen because they are 
the first for which complete information is available on every job held and 
on each spell of unemployment . The sample was limited to whites and blacks 
(other nonwhites being excluded) • The analysis is limited to out-of-schooi 
youth. 

In the analysis of the reduced form equation (3) the unit of observation 

is each completed spell of unemployment which occurred between 1969-1971. This 

procedure insures that we are measuring the theoretically proper dependent 
48 

variable. In addition, only spells associated with Job changing, entrance, 
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The NLS data, for reasons not yet understood, report unemployment rates 
belov those reported by the monthly Census and hence may seem a poor data 
source for examining unemployment. However, the racial ratios are very similar 
to those in the Census, For example, the October 1970 Current Population 
Survey reported racial ratios for out-of -school male 18-19 year olds of 1.84 
and for 22-25 year olds 1.65. The NLS rations for the same period were 1.88 
and 1.66, respectively. 

47 

No observation of a spell is included if it occurred while the youth was 
in school. However, because observations are poolei, as will be explained below, 
some youth in the sample were ii school during some portion of the period. 

48 

Every spell which occurred any time between the 1969 and 1971 interviews 
is included. The only ex options are spells in progress at the time of the 
1971 interview. Those are excluded because information on their length is 
unavailable. Thus the measure esq^loyed here seems to be the closest possible 
approxixaation of the theoretically appropriate variable. There is still some 
bias since a very long spell, say one which began at the tii^ of the 1969 
interview, would be excluded. However, the fact that the sample period is 
over two years long makes this bias of littlt: practical importance since there 
is plenty of opportunity to capture long spells, 
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or rc-entranca into the labor market are included. Thus spells aeeociated 
with texaporary recalls are excluded. Whatever the importance of this class 

AO 

of Spells for adults they are not important for youth and they are e3ccluded 
becauiie of expected differences in tha^pattem of job search. 

The independent variables are deriaed as follows 
Skills and Personal Characteristics 

AGE: Age in years, measured at the beginning of the year, 

KWW: This is the score on a knowledge of the world of work test 

administered by the interviewers. In addition to th-* possible 
direct iiiportance of such a TOasure in explaining ability to 
find a job, it is also a good proxy measui^e of intelligence. 

EDUCATION: Years of education, measured at the beginning of the year. 

DEPEN: Number of dependents « excluding the wife, measured at tr - 
beginning of the year, 

DRAFT: "1" if eligible for the' draft, "0" if not, measured at the 

beginning of the year. 

MAR: "1" if married at the beginning of the year, "0" if not. 

Search Cost Variables 

Ul: Ttils Is the fraction of wages replaced by uni...iployment 

insurance. The variable is (Total UI dollars received)/ 
(Hourly wage of most recent job x 35 x weeks unemployed that 
year) .^^ It is measured with error since data on the amount 
received is available for the entire year but not for 
each spell. 



49 

See Martin Feldstein, "The liuportance of Temporary Layoffs, an Empirical 
Analysis/* Brookings Papers on Economic Activity (1975) No. 3, pp. 735-45. In 
the entire sample there were only 68 affirmative responses in the 1969-1970 
period to the question "Did you experience a spell of unemplojrment while holding 
this job?*' 
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In these definitions the ferm "year" should be understood to refer to the 
interview period, either 1969-19/0 or 1970-1971, Wlien a variable is described 
as measured at the be ginning of the year this means at the ticse of the 1969 inter- 
view If the spell occurred during 1969-^1970 and at the time of the 1970 interview 
if the spell was in the 1970-1971 period. 
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KOKVC^ TUiu in noalabor iucoae (excluding trmasfer payiaeuts) received 
during the year* The availability of auch income should parmic, 
and perhaps encourage , w>ra extended search* 

I>b3aaud Variables 

Us The local unej^loyaent rate» measured in tenths of a point. 

DU: The local uneB^loyaent rate at the end of the year minus the 

rate at the beginning of the year. 

Other Variables 

LINE: ''1" if the spell began when the respondent left a previous Job 

and if upon leaving the respondent had the next job lined up 
in advance > "0" otherwise, 

LAYOFF.: "1" if the spell began with a layoff from a previous job, "0" 
otherwitie. 

OLF: "1" if during the spell of unemployisent time was also spent 

out-of-the-labor force, in addition to time unemployed, "0" if 
not. Tia^ out-of--the-labor force spent in school or in the 
arn^d forces is not include4 in this measure. 
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The results of the duration equation are presented in Table VIII. The 
t^wo racial equations were tested for equality via the Chow test and the hypothesi 
of equality was rejected at t!;e .05 level (F « 2.3). In addition,^ race was 
fully interacted with the vairables in a pooled equation to test for significant 
differences among specific coefficients. The coefficients of DRAJ^T, U, and 
LINE are significantly different at the .05 level and the coefficients of AGE 
differ at the .10 level. 

The interpretation of these coefficients must be tempered by the realization 
that the equation is a reduced form. Keeping this limitation in mind, there are 
several interesting results. Tii^ spent out of the labor force, neither working 
nor looking , reduces the duration of unemployment. This is plausible since many 



These results as well as those below are limited to youth out-of-school 
and not in the entry period. 
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TABLE V1I5 

DURATION EQUATIONS 
(Standard Errors) 



Variable 


Black 


White 


Variable 


Dlack 


tv'hite 


AGE 


0.5U 


0.006 


DU 


0.05S 


0.055 




(0.206) 


(.174) 




(0.031) 


(0.029) 


KWW 


-0.024 


-L .013 




-0.271 


0.268 




(0.079) 


(0.059) 




(0.466) 


(0.5S5) 


DRAFT 


5.141 


0.055 


NONWG 


0.001 


0.003 




(1.474) 


(0.029) 




(0.007) 


(0.001) 


DEPEN 


0.402 


-0.092 


OLF 


-3.503 


-2. 585 




(0.449) 


(0,601) 




(1.589) 


(1.059) 


EDUCATION 


0.S35 


0,223 


CONSTANT 


-10.140 


1.600 




(0.255) 


(0.210) 














N 


247 


412 




-3. 246 


t C "7 T 
-i .3 // 








• 


(1.393) 


(1.049) 


F 


3.421(13,233) 


2.44(13,398) 


UYOFF 


3.243 


0.643 


SE 


8.395 


7.952 




(1.106) 


(0.8U) 














.113 


.043 


LIN'E 


2.314 


-2. 598 










(1.893) 


(1.353) 








U 


-0.003 


0.C73 










(0.02&) 


(0.022) 









59 



ERIC 



jobi are found through word of mouth » mnd the word can iwislly be pasn^ed to 
scu&aoat not actively looking. Thus for youth the dl&tiiiiction betweun tlms 
uni^mployed and ti»e out-of-the labor force can be tenuous. The impact of 
unemployment Iniiurance aeems marginal, and coefficients in both equations are 
inaignif leant and of opposite sign. However « as noted above , this variable is 

measured with potentially serious error and there are additional possible biases 

53 * 
in its use. A change in the \memployiaent rate (DU) has an identical impact 

on black and white duration » although the level of unemployment has opposite 
54 

racial effects* Finally, non-labor income increases the duration of spells 

for both races, although the effect is statistically significant only for whites. 

A useful technique for summarizing the results of these equations is to 

decompose the differential into portions due to aifferences in the values of 

the variables of the two groups and differences due to the structure of the 

55 

equations . This decomposition is reported in Table IX. In this decomposi- 
tion negative itemjj are favorable to whites . The results indicate that 
difference in the structure of the equations implies that blacks have durations 
which are 1.200 weeks longer that they would be were they treated or behaved 
as whites . GiV4»n that their actual duration is 7 .915 weeks they suffer durations 
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A spuric positive correlation between duration and benefits is caused 
by the fact that the NLS data do not tell us whether a worker is covered, only 
that he received benefits. Most states have waiting periods, and thus a minimum 
spell length is required for even a covered worker to receive benefits . 

54 

In cross-sectional data the level variable may capture long-run equilibrium 
behavior. This is because of the very high correlation over time of an area's 
unesplo>^nt rate. Thus in this equation the level uneaployment rate may serve 
as a proxy for structural characteristics of the local economy . Since high unem- 
ployment areas also tend to have high hourly wages the welfare interpretation is 
ambiguous* 
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The formula is the same as that used in the earlier decomposition of 



wages . 
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TABLE U > 
DECOMPOSITiaN OF UNB1PL0\'M£KT DURATION 



Variable 
AGE 

u 

DU 

DBPEN 

EDUCATION 

UI 

DRAFT 

UYOFF 

KOM'.'C 

LINE 

MAR 

OLF 

CONSTANT 



Difference 
Due to 
Characteristics 

.003 

.086 

:oiB 

116 
.0S7 

.258 
.014 
,002 
.048 
,124 
OIS 
.012 



1 ^ 



.403 



Difference 
Due to 

Equation Structure 

-10.988 
.297 
,S59 
0 

,S15 

-S.294 

,079 

-1.087 

-i.152 

021 

455 

581 

012 

-12.940 

11.740 
-1.200 



61 

which are 17X-"too long." On the other hand, black characteristics are slightly 
"favorable." In particular, they have lass education and noa-wage iacoae than 
do whites, both of which increases white duration. The sum of these favorable 
characteristics reduces their durations relative to whites by .403 weeks and 
this, wr*n subtracted from the differential due to equation differences, leads 
to an actual differential of .797 weeks. 

Spells of Unemployts>ent 

1 will now exajsaine spells of unemployment and seek to disentangle the effect 
of differences in endowments on the one hand and differences in treatment and 
behavior on the other. The most important conclusion which emerges from this 
effort is that, unlike the case of duration, the racial differences in spells of 
unemployment are largely due to either differences in background characteristics 
or behavior » and apparently not to differences in treatiaent. 

The natural approach to this question is to estimate separate racial 
equations for the probability of a spell of unemployment and to compare the 
equations. However, it is important to distinguish between quits and layoffs. 
The same variable , for example the unemployment rate, has aii opposite expected 
impact upon quits and layoffs and, therefore, we will estimate a separate model 
for each. 

Not all quits and layoffs lead to unemployment. In both instances, though 
presumably more so for quits, a separation can be followed by immediate acquisi- 
tion of ano' ner job. Furthermore , the separation can also be followed by movement 

categories is shown in Table X. The figures in the table are the average of 
the 1969-1970 and 1970-1971 quit and layoff rates for ycath-out-uf -school in 
those periods and the data reflects all job changes which occurred in those 
periods. 



TABLE X 



ANNUAL QUIT AND LAYOFF RATES 



(1} Resulting in Uneaployaent 

(2) Resulting in I^bor Force 
Withdrawftl 

v(S) Followed by Another Job 



Whites 



Rate 



.073 



.011 



.074 



.15S 



Percent 



46.2 



6.9 



46.8 



Blacks 



100 



Rate 

.096 

.010 
.084 
.190 



Percent 

50.5 

5.2 
44.2 

!ioo ' 



Quits 

(5) Resulting in Unenploynont 

(6) Resulting in Labor Force 

Withdrawal 

(7) Followed by Another Job 



.072 

.035 
.218 
.325 



22.1 

10.7 
67.0 

100 



.117 

.033 
.194 
.344 



34.0 

9.5 
56.3 
100 



Note: The rates aie averaged for two periods, 1969-1970 and 1970-1971. Only out-of-school 
youth are included. Percentages aay not add up to 100 due to rouiding. 
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As iu apparent from lines 4 and S, both the overall layoff and the quit 
rates are higher for blacks than whites, the quit rate being 7Z higher and layoff 
rate 202 higher. These results are not surprising; we expect to find blacks 
laid oft more frequently than whites both because of^iiscriniination and because 
of lower endowments. Furthermore, the poorer jobs held by blacks would lead 
them to quir. more frequently. What is surprising about this table is that if 
one restricts attention to layoffs and quits resulting in unemployment, then 
whiles the differential remains roughly the same for layoffs (23% ) it widens 
considerably for quits to 622 higher than the white rate. Evidently while 
blacks do not quit in general much more frequently than do whites , they are 
considerably more prone to quit into unemployment and less prone to quit and 
immediately find another job . It remains, of course, to see if this pattern 
persists after controlling for differences in personal characteristics. 

Parenthetically, it is also interesting to note that this table supports 
the common view that most voluntary joD changing does not result in unemployment. 
However, it is surprising to learn that a considerable fraction of layoffs 

.82 for whites and 44.22 for blacks) are also immediately fo? lowed by another 
job. 

Our next step is to estimate quit and layoff models . In the analysis which 
follows attention will be limited to only those quits and layoffs followed by 
seplls of unemployment . The quit equations can be motivated by search theory, 
human capital theory , or some amalgam of tne two. Accumulation of specific human 
capital and high wages should, holding the other variables constant, reduce the 
probability of quitting. Potential other opportunities, Indexed in this model 
by the unemployment rate , should increase the probability of quitting . Personal 
characteristics, such as marital status , dependents, and age, have an ambiguous 
effect depending upon their impact on the individuals* needs and taste for risk. 
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The variables in the quit equation which are new are TENURE, which laeasures 
years on the job, UNION, a duimy variable which takes on the value of "1" if 
vageg are set by collective bargaining and "0" otherwise, and WAGE, the hourly 
wage measur*Ki in cents. In addition, a variable is introduced to test the 
hypothesis that one source of black quitting is discrimination on the job. 
The variable WTDIF is coustructed by fitting a wag*i equation for whites, 
estimating what each individual would receive, and taking the difference 
between that value and the actual hourly wage.^^ A positive value for blacks 
would indicate a wage below that predicted by the white equation and may be cor- 
related with quitting* 

In the layoff model the expectation is that specif ir. human capital and a 
high skill level will reduce the probability of a layoff while increases in 
the unemployment rate should increase the probability. Temporary layoffs are 
again excluded from the analysis . 

In all the equations the dependent variable is dichotomous and takes on the 

value of "1'* if a quit or layoff followed by unemployment occurred during the 

57 

year and "O'' otherwise. As was the case in the duration analysis, the sample 
U pooled for two years, T969- 1970 and 1970-1971, and only youth out of school at 
the beginning and end of the period are included. 
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The auxiliary equation was : 

In (hourly wage) « E ^ REEDUCATION + B^KWW ^ B,JEI5URE 

Ox ^ J 

B.UNION 4- B^TENURE"^ + B.EXXP -f B^EXXP"^ ^ B^MAR 
H J o 7 8 

37 

The incidence of multiple quits and layoffs during one year is ^ery low. 
During 1969-1970 only 1.2S of whites ^xi .7% of blacks exparienceu more than 
one layoff and for quits the figure^^re 1.1% and 1.42. 
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The equation was tibtiiiioted to fit the iogit functional fona^^ 

P - 

where P is the dichotoaous dependent variable, X is the vector of explanatory 
variable and B are the estimated paraaeterti . A oaximui likelihood estimation 
procedure was employed. The results of the logit quit and the layoff 'equations 
are presented la Table XI. Predicted probabilities for the mean values of the 

variables are provided in Table XII. The story told by this equation is somewhat 
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surprising. The uncontrolled gap for layoffs (Table X) narrows but the gap 
remains. Thus even after controlling for personal characteristics, demand, 
experience, and job skills young black men still face a higher layoff probability, 
but the gap is not strikingly large. With respect to quits we find the surpris- 
ing result that the gap vicens. Blacks seem considerably more pronte to quit 
into unempla>Tnent . 

In terms of the mechanics of the* equations the key varie les are AGE, EDUCA- 
TION, TENURE, and WAGE- Increases in the values of the first three variables 
all decrease the probability of white quits but increase the probability of black 
quits. The only offset is WAGE in which a high wage decreases the probability 
of black quitting more so thai is the case for whites . 

The variable employed to test for quitting due to differential treatment » 
WIDIF, perfi^pi^ as expected both in its sign and significance. This is interest- 
ing because it lends support to the notion of shifts in supply as well as demand 
curves; however, the magnitude of the effect is small . 

The explariatlou fot the quit ciffcrential is elusive. The differential 
in overall quits, as opposed to quits into unemployment, is considerably smaller 
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Ordinary least squares estimates of linear probability models produce 
equivalent results. For example, for the quit equation the black values sub- 
stituted into the white equation produce a predicted quit rate of .049. 
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TABLE XI 



,QUIT AND LAYOFF EQUAXIONS 
(absolute value of t statistics in parentheses) 



Quit Layoff 



0 




Black 


Hliite 


Black 


U^hitc 


CONSTANT 




-2.178 
(2.074) 


0.208 

(0.185) 


-1.740 
(1.91S) 


-0.461 
(0.584) 


AGE 




0.0S5 
(1,033) 


-0.082 
(1.499) 


-0.026 
(0.679) 


-0.003 

(0.089) 


EDUCATION 




0.153 
(1.735} 


-0.148 
(1.741) 


-0.033 
(0.579) 


-0.19S 
(4.418) 


TENURE 




-0.037 
(0.584) 


, -0.619 
(4.736) 


-0.243 

(2.881) 


-0.514 
(6.491) 


DRAFT 




- 0.556 
(1.854) 


-0.338 
(1.108) 


0.255 
(0.839) 


0.087 
(0.323) 


DEPENDENTS 




0.025 
(0.265) 


-0.157 
(1.262) 


- 


- 


MAR 




0.368 
(1.044) 


-0.524 
(0.923) 


-0.428 

(l.£18) 


-0.449 
(2.252) 


UNION 




0.293 
(0.S27) 


0,045 
(0.091) 


-0.714 
(2.483) 


0.428 
(2.215) 


WAGE 




-0.016 
(2.365) 


, -0.001 
(0.248) 


0.002 
(2.504) 


0.0001 
(0.135) 


mi 




0.034 
(1.494) 


0.040 
(1.937) 


0.0006 
(0.036) 


-0.005 
(0.297) 


u 




-0.001 
(0.248) 


O.LiO 
(1.943) 


0.002 
(0.325) 


0.022 
(4.986) 


DU 




0.015 
(1.787) 


O.OiO 
(1.811) 


0.03S 
(4.061) 


0,012 
(2.548) 


iflDIF 




0.014 

(2.143) 


0.0006 
(0.100) 






- 2 ♦log likelihood 


SS4.3I8 


807.896 


550.046 


989.624 
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TABLE XII 

PREDICTED PROB.\BILITI£S OF QUITS AND 
LAYOFFS FOR BUCKS* 



White Equation Black Equation 

Quits yOU .120 

Uyoffs .078 .089 



^4 
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and hence (as we will see below) the structure of a general quit equation m&y 
be Bore similar *croBS the races than the unemployaent quit equation. Thus 
blacks may quit not much more frequently than whites but they will have diffi- 
culty lining up their next job. This issue will le explored below but now is 
a good point to sunmarize the results of the entire system of iquations. 

Table XIII summarizes the results of the several duration and spell equa- 
tions and indicates how much additional unemployment can be attributed to each 
of the divergences between the actual black values and the value predicted by 
each of the white equations . As is apparent in each instance ~ quits, layoffs 
and duration — blacks experience more unemployment than they would had they 
been treated (or behaved) like whites. The difference in quit behavior accounts 
for nearly half of the additional unemployment, follovad in importance y layoffs 
and duration. In the period 1969-197? the average annual weeks of unemployment 
for out-of-school youth was 4.145 for blacks and 2.252 for whites, thus the 
differential was 1.893 wee,.s. Column 4 of Table XIII shows the fraction of 
the total differential accounted for by the difference between actual values 
and chose predicted by the white equations. This calculation implies that : 5Z 
of the total differential is due to dif f eiences in behavior or treatment while 
the remaining 45X can be explained by differences in personal characteristics. 

Behavioral Differences 

The lesson of this analysis thus far is that 55% of the disparity between 
blacks and whites in an.ual weeks of unemployment is unexplained by differences 
in backgrouiid charactei istics . This is analogous to the earlier analys-ff; of 
wage differentials and the same warning about legitimacy of the background 
characteristics in "Justifying" the differential applies here. In the case 
of unemployment the percentage differential is larger than was true of wages and 
fraction unexplained by background characteristics is also large. The question 
remains about whether the unexplained differential is due to difference; in treatment 



TABLE Xni 

Slfr&lARy OF RACIAL DIFFERLNTIALS 
FOR TliE FULL SYSTEM 



QUITS 
UYOFFS 

DURATION 



CD 

.096 
.117 
7.925 



(2) 
.034 

.078 

6.715 



C3) 
.490 

.308 

.255 



(4) 
25.8^ 

16. 2r 

13.4^ 
5574^ 



Note : 

CD 
(2) 
C3) 

(4): 



Actual Values for '^lacks . 

Predicted Values Using IVhite Equations and Slack Characteristics. 

Extra Annual Kecks of Unernplo>Tnent Due to Divergence of CD and 
(2) , Holding Ren uining Variables Constant , 

fraction of Arnual Differential in Annual Weeks of Unemployment 
Accounted for by (3) . 
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or to differenc s In behavior. 

It i*, of courie, very difficult to dirtctiy resolve this because we 

rarely observe directly the behavior of youth in the labor »arket or their 

creatment- by £ina8. In investigations of housing discrimination it is comson 

to have blacks and whites try to rent or buy housing and to compare the treat- 

oeat accorded theia, A comaon finding is that agents > landlords, and owners 

60 

diicrimlnate against blacks, but such investigations are rare in the case 
of employment. The success of laany Title VII lawsuits is suggestive and in a 
very interesting direct expcrii«nt Phyllis Wallace had young black women apply 
for jobs and record their experience. Evidence of discrimination emerged 
from this experiment, but the sample size was very small. In the absence of 
direct investigation indirect and inferential tests are all have and this 
section presents three approaches. I will first discuss possible behavioral 
causes of the longer duration of spells blacks experience, and I will then take 
up the issue of quite. Finally, I will examine the general question of racial 
differences in aspirations. 

The differential in the duration of completed spells of unemplojanont may 
be due to difficulties blacks face in finding jobs or to racial differences in 
Che rejaervation wages. Differences in reservation wages would proxy behavic/ri»] 

differences and would cause longer durations . If young blacks have an "unrea- 

62 

sonably" high reservation wage or if their reservation wage declines less 
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The New York Times r June 28, 1976 

^H'hyllis Wallace, Pathways to Work (Lexington, Mass.: B.C. Heath) , 1975. 
62 

A too high reservation wage might occur because blacks, perhaps due to 
inadequate information, over-value their potential earnings. Another possibility 
iu that blacks, perhaps due to changing attitudes, are refusing to take jobs 
which offer th^ wages below that whicli comparable whites wsuld earn* This shift 
in the supply curve could also explain the equalization of earnings found in 
earnings tquations since these are actually reduced forms of supply and demand 
O equations* 
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rapidiy than it does for whites in the face of uneaployaent then the consct- 
quEnce would be looger duration. 

Table XIV presents a two-stage least squares estimate of the reservation 
wage equatidtx for youth unemployed &\ th^ tiae of the 1970 or 1971 surveys. 
All of the variables have been definad previously > with the exception of EXXP, 
which is ^(AGE-EDUCATION-5). Tliis is the standard eaqjerience variable en loyed 
in many earnings functions. The sample is limited to yout out-of -school at 
/ the time of the unemployment who were unemployed for reasons other than temporary 

layoff, waiting for a new job to begin, \>t a labor dispute. 

The results in Table XIV imply that little of the observed difiereace in 
duration can be attributed to differences in reseirvation wage formation. The 
coefficient on duration is only 5? per week apart for the two races. When 
black mean values were substituted into the white equation the predicted 
reservation wage is $2.41 an hour, slightly higher than the actual value of $2.38. 
Thus the white and balck reservation wage structures are essentially the same 
and there is no evit ence that black youth unemployment is due to unrealistically 
high reservation wages . 

A second important souice of behavioral differences lies in the quit rates. 
As we have seen, ing blacks quit into unemployment more frequently than do 
whites and this accounts for an importa it fraction of the unemployment different- 
tial . While on its face this seems clear evidence of behavioral differences the 



In fact, most studies of youth find they take the first job offered. How- 
evci , t .*e res^crv«^t ion wage mechanism might operate tL rough patterns searwlit 
If youth have information about the characteristics of firms they may search only 
among firms whose entry wage is equal to or better than their reservation wage . 
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The positive, though insignificant, sign on the cot fficients is contrary 
to that predicted by theory. Evidently for this sauiple duration has no effect 
on reservation. When the system was estimated using time not working (i.e., dura- 
tion of unemployment plus time out-of-the labor force) the coefficient was 2 .S , 
with a standard error of 3.7 for blacks and -4.6 with a standard error of 7.6 for 
whites. 
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TABLE XIV 

TWO STAGE LEAST SQUARES RESERVATION WAGE EQUATION'S 

(Standard Errors) 





hlilTES 


BLACKS 


DURATION 


2.471 






(6.4U) 


(4.3S4) 


NAR 








f28.99) 


(36.011) 


LINE 


-100, 162 








f82.679) 


DRAFT y 




OQ ill Q 

-^y .4JLO 




(24.989) 


(27.549) 










(21.958) 


(27.565) * 


CYYP 
CAAhT 


22. 149 


(>.4bJL 




f 16.2451 


(10.750) 










(1.495) 


(.805) 


HI 


-9 601 


32.963 




(8.735) 


(21.073) 




.215 


3.S38 




(1.576) 


(2. 228) 


DEPEN 


33.625 


10.155 




(20.259) 


(13.984) 


EDUCATION 


21.507 


-2.626 




(5.121) 


(7.845) 


CONSTANT 


-95.572 


64.831 




(70.105) 


(105.36) 


R2 


.511 


.316 


F 


5.71(11,60) 


1.88(11,45) 


S.E. 


74.7739 


73.846 


N 


72 


57 



Kotc: The dependent variable is the hourly reservation wage 
in cents. 
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l^HU^ iu not wtittlwid. It iss not true that young blacks quit jobs saore frequently 
than do whites. We bbw in Table X that the ovet&xl quit rate of young black i^n 
is not appreciably higher th^in that of whites. I estimated via ordinary least 
squaresi a linear probability modeFTor all quits (employing the same variables 
found in Table XI) and when black mean values were nubstituted in the white 
equation the predicted probability of a quit was .280 higher than the actual 
black mean of .264,^^ This ttands in contrast with both the loglt and the OLS 
results for quitting into uneiaployiuent . 

Thus young black men are not especially quit prone . Rather, it is that their 
quits are more likely to lead to unemployment than those of whites. One possible 
explanation might be found in the motives for quitting, but Table XV seems to 
dispel this possibility. There is a clear difference in the reasons for quit-' 
ting for those quits followed id not followed ^y unemployment . For example, 
the category "found a better job" is more important (tor both races) for quits 
not followed by unemployment than by those which are. However, there do not 
seem to be major racial dif f erencc!« . For example, the nature of the job was 
cited by 51 .91 of the blacks and 50. 792 of the whites who quit into unemployment. 
Blacks do cite wages more often while whites cite working conditions but the 
impact of this is unclear (recall that my WTDIF variable was significant but 
un important in the quit equations) . 

It thus does not appear that quitting behavior itself differs across races, 
but rather that the outcome of a quit differs* That is, blacks and whites quit 
at essentially the same rate, share a similar "quit equation" and quit fo*^ the 
»axut: tvuuoiiu , Wlia t dlf £«:rs the ouicome, a quit being more likely to lead ro 
unemployment for blacks than whites. I will return below to a discussion of why 
this should be so, but for now I will turn to a third test for behavit .al dif- 
ferences , aspirations . 



This predicted value is below the mean in Tabic X because the table included 
miltipie quits while the dependent variable here is simply dichotomous, 
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TABLE XV 



REASONS FOR (^ITTIKG 



Followed by UncCTployment 
Nature of Job 

Hours/kind of work/conditions/ 
interpersonal/ location 

Wages 

Found Better Jo\ 

Health 

Other* 



Blacks 



36, S% 

10.4% 
S.S% 
29.2V 



Whites 



44.6% 

6.1% 
9.1% 
14.4% 
iZ5.7% 



Kot Followed by Unemployment 
Nature of Job 

Hours/Kind of work/conditions/ 
interpersonal/ location 

Wages 

Found Better Job 

Health 

Other* 



22.3% 

17.6% 
26.8% 
6.0% 
26.7% 



20.5% 

11.6% 
24.0% 
4.4% 
38.5% 



• Other mcludex return to school , military, prison, family and 
I^rsonal, and other. 
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Young blackii; may have vmtaallstically high aspirations. This OL.ght be 
caujiad by an •*ov«r-»en»itive*' antipathy to saeniai wsrk caused by historical 
experience or by a misreading of the ixopact of racial process upon the con- 
tinued inspottance of a training or j^kills. Neither hypothesis seems very con- 
vincing but the idea is worth exploring because if aspirations are too high 
then this could lead to inefficient job search and ^higher than necessary uuem- 

\ 

ployiaent . t 

The NLS asked youth in the sample what jobs they would like to have at 
age 30 and the responses were assigned Duncan scores. This then provides a 
metric for aspiration-, and we can regress aspirations upon background charac- 
teristics and conipare the equations across races , If the black structure 
differs from the white in a direction of higher aspirations after background 
and compare the equations across races. If the black structure differs from the 
white in a direction of higher aspirations after background has been controlled 
then this may be an indication of a behavioral difference • 

Table XVI contains the regressions. The dependent variab le is the Duncan 
score of the occupation desired at age 30 and all the dependent variables have 
been previously defined. These equations > although they differ in detail, 
provide no evidence of a racial difference . A Chow test (F « .46) rejects the 
hypothesis that the equations differ and when the xreans of the variables for 
blacks are inserted into the white equation the predicted value is 37. 7, tri- 
vially different from the actual value of 38. 5, Thu^ his test provides no 
support for the notion that young blacks have unreal! stically high aspirations . 
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Duncan prestige scores are a standard way of scaling occupations. They 
are based on a weighted combination of the mean education and income of each 
occupation. 
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TABLE XVI ■ 



OCCUPATION DESIRED AT AGE 30 
{STANDARD ERRORS) 





BLACKS 


WHITES 


AGE 


-.5oe 


-.408 




(.427) 


(.233) 


KVPbS 


.385 






(.183) 


(.106) 


ED 


3. 962 


4. 273 


• 


(.576) 


(.314) 


TRAIN 


.070 


.017 




(.048) 


(.019) 




.179 


-4.799 




(5.936) 


(2.423) 


CONSTANT 


-2,558 


-4.187 




.270 






.250 


X 


38.52 


47.61 



The dependenc variable is the Dancan 
score of the occupation desired at age 30 
(as specified in 1970) . The seunple is 
limited to youth out-of-school between 1969 
and 1970. 



The Chov; test F « -46. 
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The Role of Contacts 

One possible explanation of the finding that young blacks, while no more 
likely than young whites to quit, are more likely to have a quit result in 
unemployment may be found in differential access to job contacts, having 
decided to leave a job whites may simply be more able than blacks to line up 
the next job without experiencing unemployioent . This may also be an explana- 
tion of the, difference in the length of' durations. Most jobs are found through 
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personal contacts and if blacks have fewer personal contacts than whites they 
may experience difficulty locating :^obs. Statistical controls for person:: 
characteristics may fail to capture, this important "unobservable" and since 
personal contact networks help people of every education and skill level land 
jobs it is unlikely that the effect of this variable would be fully captured 
by other measured variables. The consequence may be that blacks, even after 
controlling for personal characteristics, may still experience a harder time 
tiian whites in finding s job. \ 

\ 

Interviews I conducted in t\/o Boston communities. East Boston and Roxbury, 
lend «oine support^to this hypothesis. When job finding methods are examiiied by 
race in Table XVII we see that the pattern differs for the two groups. Whites 
and blacky make essentially equal use vf friends, but whites use parents and 
relatives twice as frequently as blacks. As a result while white^ find 572 of 
their jobs vi>"» personal contacts blacks find only 33% in this mfinner. Furthermore, 
these interviews also show that primary jobs are more frequently found through 
parents and jrelatives while secondary jobs are best found via friends. The re- 
lative inability of blacks to use parents acid relatives would thus seem to 
handicap them in their search for primai-y ec'?io}ment. Presumably the reasons 
tliat blacks are le 'ble than whites to use parents and relatives to help 
find jobs is that legacy of past (imd current) discrimination has prevented 
the pareiits from being in a position to help, 

\ 67 ^4 \ 

O . Mark Grandvett-ar, Uettxc^ u Job (Cambricjge: Harvard iTniv. Press) » 197i: 

kit., J 
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JOi> FINDING METHODS BY KACE 
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Whites 


Blacks 


Friends 


28. 2Z 


29. 2X 


Parents, Relatives 


29. OZ 


14. 6 J 


Ads, walk-in 


25. OX 


u.ei 


Institutions* 


11.2: 


23.02 


ether 


0.6% 


18. 6S; 



* Institutions include schools, private employment agencies , The 
Employment Service, iind Manpower programs. 
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As a result of their inability to use contact networks effectively an 
whites, blackii are forced into greater reliance on formal institutions auch 
«'.s schoolji, eaployiaent agencies, and manpower prograas. Over twice the pro- 
portion of blacks than whites use rhese institutions. None of these institu- 
tions are notable for their success in placing clients in good jobs. Indeed, 
the originators of dual labor market thecry developed their ideas by observing 
that the employment service and mar^>ower programs setried to recycle people 
through low wage unstable jobs. 

The finding that blacks are unable to make effective use of personal con- 
tacts is not new. For example, Lurie and Rayack reached the same conclusion 

6S 

in their study of a labor market In Connecticut . There is, however , also 
evidence to the contrary. In the NLS blacks and whites report essentially the 
same patten^ of job finding- For youth out-of-school in 1969 51.3% of the blacks 
and 44.22 of the whites found their jobs through personal contacts. ' It 
still may be that personal contact referrals are more efficacious for whites , 
that they operate more quickly due to the setter access of white adults to job 
contacts . Although plausible this is still speculative and we canr:ot regard 
the issue ol job contacts as a settled issue. 

Another possible explanat ' on of the quit patterns may lie in differential 
access to illegal activities. If the ghetto economy contains more illegal 
"jobs'' than does the white economy then blacks who quit and show up in official 



68 

Melvin Lurie and Elton Rayack, ^'Racial Differences in Migration and Job 
Search, A Case Study," Southern Economic Journal (July, 1966). 

6 9 

Dlr«t ceatact vas eaployed by 2U.9Z of the blacks and- 22.8S of the whitee. 
News,pi'r»er ads were employed by 24.9% of thr. blacks and 22. Bt of the vhites. 
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atatiiitics ^ uneaployed m&y in fact be "wovking." Thus the quits into uneaploy- 
acnt di£fer«i^ciaX may be nisleadin^. 

\ 

\ 

In my East Boston and Roxbury interviews there was evidence of illegal 
activities (unexplained periods of time, unaccounted income) but no evidence 
that such activities wer^ Dwre frequent in Roxbury than East Boston. Other ob- 
servers, however, reach the opposite conclusion. For example, on the basis of 
extensive interviews in Watts and East Los Angeles Paul Bullock concluded that 
•*The subftconomy is probably the greatest single source of xaarket income for 
youth in the center city.*'^^ Tu Lhe extent that this is true these- activities 
can explain the quit patterns and they reduce uormal employiaent because of the 
greater income possibilities and excitement of illegal activity. However, it 
should be understood that the existence of this sector cannot explain longer 
term economic pathologies in inner city labor mrkets* Illegal activities can 
best be conceptualized as the activities of youth before they are ready to settle 
down, as a form of secondary employment. Crime rates drop sharply with age, and 
youth who are ready to settle down will do so in normal primary jobs if those 
jobs are available . It is the unavailability of these jobs , not the existence 
of an alternative sector, which explains the difficulties of black youth. 

SUMMARY 

The labor market situation of young blacks has improved in recent decades 
in a number of respects, but their relative unemployment and labor force parti- 
cipation rates have deteriorated. In this report I sought to understand this 



^^aul Bullock, Aspiration vs. Opportunity, "Careers" in the Inner City 
(Aan Arbor; Institute of Labor and Industrial Relations), 1973, p. 99. 
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devalop»ant by employing daca on local labor markets and on individuals. The 
aajor conduit ions were: 

(a) The etaployment of black yoiith has increased but it has not done so 
rapidly enough to compensate for the large growth in the size of 
blaak cohorts. Thus une©ployn«int has risen, 

(b) Two aspects of local labor markets may help explain the sluggish 
growth in black employment. Black emp oyrcnt is more sensitive than 
that of whites to the industrial composition of SMSA jobs and to 
competition from adult women. Furthermore, that sensitivity has in- 
creased over time. On the other hand, there is no evidence that the 
suburbanization of j0 3S has harmed black youth. 

(c) Black youth participation rates shew larger discouraged worker effects 
than do white youth. 

(d) The individual data show that 552 of the racial differential in annual 
we^s of unemployment cannot be explained by differences in background 
characteristics . Roughly half of this unexplained portion is due to 
the greater frequency of black quits into unemployment with the re- 
mainder divided equally b^' ween 3.ayof f s and duration ol spells . 

(e) There is no evidence thai: differences in behavior account for this 
^v. unexplained differential. Neither analysis of reservation wages , 

quit equations, reasons for quitting, or aspirations reveal such 
differences . 

(f) One obvious source of the differential is discrimination. In addi- 
tion 1 speculated about, but reached no firm conclusion, the role of 
job contacts and the illegal ecoiioiBv. 
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What ttory nerses ivom th«tE findings? Th« two quMtiona which th* analysis 
sought to answer were (a) why ia tha black Vputh wwiBiioymflnt rate higher today 
than that of i^itas? and (b) why hai tha situation deteriorated over time? 
With respect ^to the first question, the SMSA data tell us that enployers regard 
adult woaen as a competing group with young blacka, while evidently white youth 
do not tace this competition, Furtherpwret black youth are more dependent on a 
favorable industrial structure* Both observations are consistent with continued 
discrimination, assuming that the "quality" of black and white youth labor is 
roughly comparable. The analysis of the NLS data tells us, in turn, that 
"quality * differences can account for only roughly 502 of the unemployment gap. 
I was vmable to identify important behavioral differentials, and we are thua left 
with an important continuing tole for racial discrimination. 

Understanding the deterioration of the situation over time, however, runs 
up against the finding that the force of discrimination has ^een weakening. 
Thl; is shown both in the analysis of the wf.ge data and by comparing the 19f 
and 1970 employment equations. Here, then, demograpfilefi plays a role- Imagine, 
for ex^ple, that employers have a rule of thumb: for every X whites they hire 
they will hire Y blacks. In 1960 the ratio miglt be one in ten, iu 1970 one in 
eight. The improvement in the ratio is in part the result ^l^miaished discrimina- 
tion • However, the rule of thumb l^s not improved rapidly enough to cu?pensate 
fc the m>re rapid growth of the black relative to white cohort. The consequence 
is a reduction in black relative to white ei:^)loyment to population rations and, 
depending ou the supply behavior, an increase in black relative tc white unem- 
ployment rates. 

This explanation can, it must be understood, only be offered in a tentative 
fiishion. TirstJ^it presumes that enough firms to make a difference hire both 
black and white workers since in segregated firms no rule of thumb is necessary. 
One light question how many youth work in integrated firms and there is no good 
evidence on this. However, Flanagan's study of Equal Eitploymen: Opportunity 



Coanission tapes for Chicago in 1967 do«« show that 67Z of finu lit the laaple 
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had an integrated workforce. However , this eaisple was limited to fims 
required by law to report to the EEOC and many of the small xwsighborhood firms 
in which youth find employment were doubtlessly oiased. Second, the argument 
still requires an explanation of what determines the rule of thumb and how it 
changes over time. 

Important additional unresolved questibns remain. Interpreting the findings 
of the ^tSA analysis requires further irark. In what industries and under what 
circumstances do adult won^n compete with young blacks? Why precisely is black 
youth employment more sensitive to industrial structure'j Tlie individual level 
data has also raised jEiome unresolved questions, particularly with respect to 
. quit rates. 

MOi.. generally, it must be understood that the probleip of high black youth 
unespp ioyraent rates is not sia^ly a characteristic of the youth labor market. As 
black youth age their unexsployment rates decline and l>egin to rea<?h the levels 
of black adults, but these levels are in turn much higher than those of white 
adult&j. This f^ituation persists even for adults who entered the labor market 
during the late 1960's, the heyday of the "new labor market a" tor example, 
in 1976 the unemplojfment rate of 25*-34 year old white males was 5,62 and for 
white females 7.62j. The rates for blacks of the same age was 11.02 and 3.03;. 
The situation of black youth thus cannot be understood, without examining the 
persistence of raciswi throughout the labor marker. 
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(.67) 


(.69) 


(.33) 




£DXq f 








fill A 




(2.10) 


(2.3'i) 




(.24) 














(2.70) 


(3.52) 




(.OS) 


If Avix:* 




— ^ ^ A^ 




• V A> V V 




<2* SSI 




f 3. 49861 


( .09) 


WCMEKWG 


.3408 


.1862 


-.0480 


.2320 




(1.53) 


n .88) 


(.17) 


(1.69) 


SUB 


-.0197 


.02«C' 


-.0062 


.0413 




(.65) 


(.4S) 


(19) 


(.64) 


SOUTH 


. J004 


.0^JL6 


-.0516 


.0108 




(.009) 


(.92) 




(.28) 



1S60 
Q/P 

EDI 6 

YOUFRAC 

WAGE 

W0MENW6 

SOUTH 



-1.2055 
(1.03) 

.0876 
(7.84) 

.0434 
(2.98) 

.1603 
(.30) 

- ,2056 
(.80) 

- .0323 
(.51) 



.0482 
(1.76) 

.0331 
(2.74) 

.0110 
(.59) 

-1.4821 
(4.26) 

.4157 
(1.56) 

.0592 
(.93) 



-.1187 
(.12) 

.0274 
(1.84) 

.0426 
(.07) 

-.7170 
(2.15) 

• 

.6452 
(2.53) 

-.0303 
(.60) 



.0157 
(3.11) 

.0088 
(.84) 

.4080 
(1.20) 

-.3913 
(2.62) 

.0686 

(.56) 

-.0045 
(.14) 



"the d^sendeait variable is the; locii adds of the €«ployBEnt to population ratio 
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All labor force data refers to the ci%dlian labco: foroe. Jxi the race 
specdfic variables :^ianish sposMng perscsis havr kiseii excluaeci . 

BMP, ER, l^PER, IfTNER, Table 166 

£Die, Table 147 (the mRdians fco: each age group, 16 thru 19 yaar olds, are 

treated as wems and the soean for tlie 16-19 year old 
raii9^ is calculated) 

£3005, Table 148 

PCP70, Table 13 

ftRBEIRAC, Table 165 

Hours are fran l^ble 166, WbeJcs Warked in 196S froa Table 167 
ar^ Income in 1969 (for 14-19 ^aoar olds) frcm Tati^js. igsToSiB 
hours vo;*ked is adjusted fcr seasonal differences via anm:al monthly 
hours reported in E^lo^Tment and Bamings, a:^£!le A-7 

T 

ViSDlSe, SUB, Table 190 

YOUFRRC, Men is from Table 187, P*3Rien frcin C^iiith Fields, "A Ccnparison of 
the Differences in labor Force Participatim Kates of j^&irried 
Vkxasn in 1970 with 1940, 1950, and 1960," Journal of 
Ifegaan Hesources , vol. xi, Efo. 4 (Fall, 1976), pp. 576-577 

WCMENWG, Table 195 (full year workers) 

UftDUIir, Table 165 

Fi*lIC, Table 205 

BXJCL, Census of Governments, Table 12 
URBAN, City and County Data Bock, Table 3 

TCXChL, Per C^ita Inocxne frcm Table 89, Populatian from Tdble 13 
FHAOPW, Table 164 

MIN, Youth Bnployment and Miriiitum Wages , U.S. Dejurtinent of labor 
Bulletin No. 1657, 1970 
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the 1960 datft are (tefirtfd analogously to the X970 data and ti^ir source 
is descxibad in Arnold Katz, "State Hininun V«kges and labor MarScets for 
Youth, Onivcarsity of Pittsburg, 1971, I have added the foilowijig 
^ ^(V^i ti of vsl variables 

FMOC, Table 139 

VCUFRftC, Men fxcm Table 75, Vfcanen frtau Bcwen and Pinnegan, The EocaTcmics 

Ql^I i n bo r Force Participatioti 
BDI6, T^ables 103 arel 102 - 
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